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Legislation for Immediate Payment of $550,000,000 Interest Econom- 
ically Unsound; Would Cause Shrinkage in Our Export Balance. 
Disturbing Exchange. 


Payment Should 


HERE is unanimity of opin- 

I ion among economists and 

financiers that the bill on the 
Allied debt payment in the form 
originally announced by the Senate 
Finance Committee last December 
is economically indefensible. 

After providing for the refund- 
ing of the principal and deferred in- 
terest, which now amount to $11,- 
329,000,000, into bonds of not less 
than five per cent. interest, maturing 
not later than 1947, the bill pro- 
vided that the interest, $550,000,000 
a year, be payable immediately in 
semi-annual instalments. Nothing 
could indicate more strikingly the 
failure of large numbers of our peo- 
ple to understand the delicacy of 
this problem. It was in the spring 
of 1919 that the payment of prin- 
cipal and interest on the Allied 
debts was suspended. The suspen- 
sion was literally forced by the in- 
creasing gravity of the international 
situation. Europe had been pur- 
chasing American goods, for which 
she had been unable to pay except 
with funds from our own pocket. 
By private loans, the repurchase of 
securities held abroad, and direct 
credits by our government, we had 
advanced some $13,000,000,000 to 
finance these necessary purchases of 
our goods by Europe. When in the 
spring of 1919 the foreign ex- 
changes were unpegged, and our 
government ceased its advances of 
credit, the foreign exchanges fell 
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heavily. Despite the violent dislo- 
cation of the exchange machinery, 
the extraordinary flow of goods to 
Europe continued, our exports in 
1919 and 1920 being the largest in 
our history. Nothing could indi- 
cate more clearly the continued need 
of Europe for American help. So 
great has been Europe’s need that 
her importers have had to be car- 
ried on short time by our exporters 
and bankers, the extent of this 
floating indebtedness being probably 
not less than a billion and a half 
dollars at the present time. In 
other words, far from Europe’s be- 
ing able to make interest payments 
on debts incurred during the war 
period, we have had conclusive 
proof of Europe’s inability to pay 
even for her current purchases. 
Until this situation changes it is 
idle to suppose that Europe can 
undertake an annual payment of 
$550,000,000 in addition to her pay- 
ments for her current imports, in- 
terest on private loans, and other 
obligations. 

Even if Europe could pay at this 
time, it is doubtful whether the 
American people would be prepared 
to accept the payment. Despite the 
numerous explanations given by the 
economists in recent years, there 
apparently still lingers in the pub- 
lic mind the fallacy that a payment 
from nation to nation is not mate- 
rially different, in form and con- 
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sequences, from a payment by one 
individual to another. 

It is a commonplace of econom- 
ics that any large international 
payment must ultimately be made in 
goods. Our studies of the balance 
of payments of the United States 
have indicated conclusively that the 
resumption of the interest payments 
on the Allied debts would cause our 
export balance to disappear. 

That the overturn of our trade 
balance is not in itself undesirable 
is amply proved by the experiences 
of Great Britain and Germany in 
the two or three generations pre- 
ceding the war. Though they had 
a large unfavorable balance of trade 
representing the earnings of their 
foreign investments, of the mer- 
chant marine, and other sources of 
income, the large imports did not 
prevent their building up the larg- 
est export trade possessed by any 
nations of the world. This is a suf- 
ficient answer to the fears so com- 
monly expressed in this country 
that European payments of interest, 
even at some future time, would 
flood our markets with foreign 
goods and ruin our export trade. 
Granting, however, that an eventual 
excess of imports need possess no 
terrors for us and might indeed be 
eminently desirable, we may well 
ask ourselves whether we wish to 
see this change occur suddenly, 
without proper opportunity to ad- 
just our industry to it. 
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Objection to Payments 


There is a more immediate ob- 
jection to interest payments by the 
Allies at this time than either of 
those yet given. As was shown in 
my last article in the JouRNAL, the 
first effect of the payments would 
be to upset the foreign exchanges, 
which, with the exception of the 
German mark, in recent months 
have been gradually improving. The 
spectacular fall of the mark since 
last Summer provides a striking 
object lesson of what happens 
when huge international payments 
are undertaken by nations on a de- 
preciated paper basis. It is beyond 
question that the chief cause of the 
depreciation of the mark this past 
year has been Germany’s effort to 
meet the reparation payments. The 
confusion that would be caused in 
the exchange market by immediate 
interest payments from the Allies 
to this country is in itself a suffi- 
cient reason why these payments 
should not be undertaken at the 
present time, even if it were proved 
that Europe can afford to pay, and 
our own country to receive the pay- 
ment. It is not improbable, more- 
over, that in the first instance the 
payments would be made in part 
with gold. We have just witnessed 
in the past year an unprecedented 
flow of gold from the European 
countries which had most need of 
gold to the United States, which 
before the post-war inflow began 
had already about one-third of the 
gold stock of the world. It has 
been suggested by an eminent 
American economist that this in- 
creased inflow of gold would even- 
tually result in a great rise in prices 
in this country. Though this is not 
impossible, it does not appear prob- 
able when we recall that the unpre- 
cedented gold inflow this past year 
has not been able to prevent a very 
substantial fall in the price level. It 
is much more likely that the in- 
creased outflow of gold from 
Europe would intensify the issue of 
inconvertible paper money there, 
which has already gone to such 
great lengths, and thus still further 
dislocate the exchanges as well as 
the internal price situation in 
Europe. 


The few arguments here briefly 
set forth against the Senate Finance 
Committee’s original plan for im- 
mediate payment of interest on the 
Allied debts by no means exhausts 
the list of objections. As yet no 
European nation, except Great Brit- 
ain, has succeeded in balancing its 
budget, though the state of the 
French finances appears on the 
whole to be improving. To require 
immediate payment of $550,000,000 
a year to this country would mean 
to postpone still further the return 
of the finances of the European 
governments to a normal condition. 


Cancellation 


All these are arguments against 
immediate resumption of interest on 
the Allied debts. In recent months 
arguments of this sort have been 
advanced in favor of total cancella- 
tion of the debts, and they have 
been combined with the ethical ar- 
gument that the Allies borrowed 
from us to buy goods here with 
which to win the war, so that in any 
but the narrowest legal sense the 
debt is as much ours as theirs. 
There can be no doubt of the very 
strong moral force of this argu- 
ment. About a year ago in a speech 
before the American Bankers Asso- 
ciation in Chicago, Fred I. Kent 
suggested the advisability of a par- 
tial cancellation of the debt on these 
grounds. The suggestion has again 
appeared in the recent book by Bass 
and Moulton, “America and the Bal- 
ance Sheet of Europe.” If consid- 
ered desirable, cancellation of this 
sort would of course be entirely 
feasible, since our Treasury pos- 
sesses a detailed record of the 
purposes for which the credits were 
expended in this country. If cancel- 
lation were to be undertaken, Mr. 
Kent’s suggestion would undoubt- 
edly provide the soundest basis for 
it. There is no reason, for exam- 
ple, why we should cancel for Great 
Britain either the interest or the 
principal of the credits granted un- 
der the Pittman Act to enable her 
to purchase silver. 


French Objections 


For myself, I am yet unable to 
see the necessity for a final decision 
in favor of cancellation at this time. 
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While strongly opposed to imme- 
diate payment, as being both unde- 
sirable and probably impossible, | 
am not convinced that the situation, 
whether viewed from Europe’s 
standpoint or our own, clearly calls 
for cancellation of the principal or 
interest. I cannot but believe that 
the recent pleas by some economists 
and other persons for total and 
immediate cancellation do more 
credit to their hearts than to their 
heads. It has been suggested, for 
example, that cancellation would be 
interpreted in Europe as a generous 
act on our part, and a timely proof 
of American good-will. It must be 
surprising to people who advocate 
cancellation on such grounds to find 
some French writers displaying a 
distinct feeling of suspicion towards 
it. Does not the cancellation of 
France’s debt to us on the ground 
of France’s inability to pay imply a 
like obligation upon France to 
forego the reparation payments? 
For certainly whatever could be 
said of France’s inability to pay 
would apply with even greater force 
to Germany. French writers are 
not slow to see this clear implica- 
tion. Ina recentarticle, in reply to 
Senator McCormick’s resolution 
that the Secretary of State supply 
our Senate with figures on European 
expenditures for armament before 
any steps are taken to aid the Euro- 
pean governments, Stephane Lau- 
zanne declared that France did not 
wish, and would not seek, to escape 
her debts to us provided she her- 
self received adequate reparation 
payments from Germany. Likewise, 
in most of the English discussion, it 
is frankly suggested that the re- 
mission of the debt of France to 
England would have to be accom- 
panied by a remission by France of 
a corresponding amount of repara- 
tion payments. Apparently Euro- 
peans are unable to dissociate the 
inter-Allied debt problem from the 
reparations question ; and so long as 
the negotiations on the latter ques- 
tion are in their present delicate 
state of certainty, our advocacy of 
immediate cancellation of the Allied 
debts might be quite as likely to win 
us hostility as favor in some Euro- 
pean quarters. 
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Our Best Hope 


It should be realized, too, that our 
best hope for contributing to Euro- 
pean reconstruction is to retain such 
means of pressure as we may now 
possess upon the European govern- 
ments. It might well repay the 
United States economically to 
forego these debts eventually pro- 
vided the definite assurance were 
given that European countries 
would balance their budgets, apply 
themselves to production, contract 
their currencies, and do everything 
possible to help themselves. We 
could not wisely accept, however, a 
mere promise. The prospect of an 
ultimate cancellation, or at least 
moderation, of the debts provided 
Europe followed promises with acts, 
would undoubtedly exert a more 
wholesome influence upon European 
reconstruction than would imme- 
diate cancellation. 

In most of the discussion of the 
Allied debt problem but little atten- 
tion has been given to the possible 
effect of debt cancellation upon the 
future credit standing of the Euro- 
pean governments themselves. Is 
it not highly significant that men 
like Reginald McKenna in Eng- 
land, though strongly advising can- 
cellation by Great Britain of the 
debts of her allies as a “selfishly 
wise” policy, are unwilling to admit 
for a moment that England would 
also benefit by accepting a cancel- 
lation of her debts to us. As Mr. 
McKenna says: 


“England always pays what she owes. 
* * * If we did not intend to pay, we 
should have asked for a gift, and not a 


loan... England has built up 
the position she holds politically and 
economically by the respect she has 
always paid to her own obligations spe- 
cifically entered into, and she will lose, 
and deserve to lose, that position when 
she ceases to pay respect to the engage- 
ments into which she has deliberately 
entered.” 


When it is recalled that even 
minor Latin American _ states, 
though sometimes forced to de- 
fault on their foreign debts for a 
number of years, have almost in- 
variably resumed payment of back 
as well as current interest, it is-clear 
that for a nation to accept a remis- 
sion of a foreign debt deliberately 
undertaken, however fair the rea- 
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son may appear at the time, is a 
step of the utmost gravity. To as- 
sume an extreme case, is it entirely 
certain that in the event of another 
war the United States would be 
willing to lend to Europe as freely 
as it did in the last war if these 
debts incurred under a deliberate 
contract are to be cancelled? The 
proper time for cancellation was 
when the credits were advanced. 
We could have made gifts, instead 
of loans, to fight the common cause. 
The United States having failed to 
make so entirely reasonable an offer 
at that time, it seems to me doubtful 
whether Europe could now afford to 
accept it, if only for the sake of her 
own future credit standing. 

It seems clear on such grounds 
as have already been advanced that 
the problem of the Allied debts is 
more delicate and many-sided than 
is generally appreciated either by the 
advocates of immediate resumption 
of payment or by the advocates of 
immediate cancellation. It seems 
equally clear that a problem of such 
delicacy, linked up as it is with the 
whole subject of European financial 
reconstruction, cannot be satisfac- 
torily solved by individual legisla- 
tive enactments in the separate 
countries. 


Genoa Conference 


The Genoa conference, if partici- 
pated in by the United States, would 
undoubtedly provide the sort of in- 
formal, round-the-table discussion 
which the problem requires, and 
would therefore unquestionably re- 
sult in a better solution of the prob- 
lem than we are likely to have at 
the hands of our own Congress act- 
ing alone. The Allied debt problem 
is, of course, but one reason requir- 
ing our presence at the Genoa con- 
ference. To achieve a solution of 
the present international tangle the 
conference must discuss the repara- 
tion payments, the opening up of 
Eastern Europe to trade, the bal- 
ancing of European budgets, the 
contraction of European currencies, 
the possibility of a redistribution of 
the world’s gold supply now so heav- 
ily concentrated in this country, and 
plans for the extension of credits to 
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European nations to facilitate the 
import of necessary raw materials. 
Unless the conference goes thor- 
oughly into these questions no sub- 
stantial improvement can be ex- 
pected from it. 


Stabilization 


There can be no satisfactory sta- 
bilization of the foreign exchanges, 
for example, or of general trade 
conditions, which is not premised 
upon a painstaking examination of 
the commercial and financial condi- 
tions which are responsible for the 
present instability. Improvement in 
these basic conditions is an essen- 
tial prerequisite to any scheme for 
exchange stabilization. In all of 
these matters the United States is 
as vitally concerned as the Euro- 
pean countries themselves, and 
without our active participation in 
the Genoa conference it is futile to 
expect any substantial result from it. 

Whatever may be decided with 
regard to the Genoa conference, 
however, it seems idle to argue in 
this country for anything so sweep- 
ing as immediate and total cancella- 
tion of the Allied debts. The plain 
fact is that the country is not pre- 
pared for such a step and will not 
take it at this time. The fact that 
we could have, as recently as last 
December, such a bill as that spon- 
sored by the Senate Finance Com- 
mittee provides the unanswerable 
proof of this statement. Whether, 
therefore, cancellation is desirable 
or undesirable on ideal economic 
and ethical grounds, the advocacy of 
cancellation is not likely to result in 
practical benefit. If we are to try 
to decide the question by act of 
Congress, the general plan outlined 
in the original House bill on debt 
refunding seems the most satisfac- 
tory solution obtainable; and it is 
altogether likely that before this 
article is published a measure on 
substantially those lines will have 
been passed. 

This bill puts the whole matter 
into the hands of a debt refunding 
commission, of which the Secre- 
tary of the Treasury shall be the 
chairman, the commission to have 
the authority to make such arrange- 
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ments with the various governments 
as might prove to be best in the cir- 
cumstances. There is little doubt, 
for example, that the British are 
both able and willing to make their 
interest payments immediately, and 
I can see no valid objection to their 
doing so, either from their point of 
view or ours, if the payments can be 
effected without upsetting the ex- 
change market. It is equally clear 
that some of the other nations will 
not be ready to pay anything for 
some years at least, and perhaps 
ought never to be asked to do so. 
Whatever decisions might be ar- 
rived at, it seems obvious that a 
commission empowered to act as the 
changing circumstances might dic- 
tate could achieve a more satisfac- 
tory result than could be obtained 
under any formal and rigid legisla- 
tive enactment. Secretary Mellon 
deserves high praise, therefore, for 
his outspoken objection to (and 
eventual defeat of) the provisions 
inserted in the original House bill 
by the Senate Finance Committee, 
which proposed to tie the commis- 
sion’s hands in advance by defining 
all the terms of the refunding opera- 
tions and demanding immediate 
payment of the interest (at not less 
than 5 per cent.) in semi-annual 
instalments. 


Cost of the Bonus 


While Mr. Mellon has been try- 
ing to save us from the worst fea- 
tures of the debt refunding bill, he 
has, in my opinion, performed an 
even greater service in talking 
frankly to the bonus hunters. It is 
not likely that we shall escape the 
bonus bill, but Secretary Mellon has 
at least given us a blunt and fear- 
less statement of the financial facts, 
however unwelcome they may be 
in some quarters. The Secretary’s 
letter to Representative Fordney on 
January 25 made it clear that the 
bonus would cost for the first two 
years $850,000,000. Assuming that 
one-half of the beneficiaries choose 
the cash payment plan, the total bill 
will be about $3,330,000,000. Mr. 
Mellon made it clear also that the 
taxpayers must pay this bill. Ac- 
cording to the budget estimates for 
1922 there will be a deficit of more 
than $24,000,000, and for 1923 a 
deficit of more than $167,000,000, 
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Joseph H. Millard 


Joseph H. Millard, chairman of 
the board of the Omaha National 
Bank of Omaha, Neb., who died 
suddenly on January 13 during a 
meeting of the directors of an en- 
terprise in which he was interested, 
had for years been a prominent fig- 
ure in the banking world of the 
west. He left his father’s home- 
stead in Iowa at the age of twenty 
and journeyed to Omaha, then a 
country village, where he was for 
several years engaged in the land 
agency business. Soon after the 
organization of the Omaha National 
Bank in 1866 Mr. Millard became 


JOSEPH H. MILLARD 


its cashier. From that date until 
1919 Mr. Millard had been either 
cashier or president of the bank. 
He held the latter office for nearly 
half a century. In 1919 Mr. Mil- 
lard relinquished the presidency and 
became chairman of the board. 

Mr. Millard was a constructive 
force in his community and in the 
development of his state. From 
1901 to 1907 he served his state in 
the United States Senate. 


not including other expenditures of 
$112,000,000, which the budget daqes 
not cover. To avoid these deficits, 
according to the Secretary, there 
would have to be a reduction in ex- 
penditures in 1922 and 1923 of 
about $300,000,000. But with a 
bonus expenditure of $425,000,000 
a year, the Congress which was go- 
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ing to reduce taxation will have to 
increase it by a corresponding 
amount. 


No Magic Method 


In particular, Mr. Mellon has 
made it clear to Congress and the 
country that there is no magic 
method of tying up the bonus with 
the foreign indebtedness to the 
United States, in some way that 
would permit billions to be given 
away without our taxpayers’ feeling 
or being conscious of the operation. 
He has stated unequivocally how 
impossible it is to estimate in ad- 
vance of funding arrangements 
how much can be collected on our 
foreign debts in the near future by 
way of principal or interest, and 
how enormously it would compli- 
cate the international situation and 
embarrass the funding negotiations 
if it were attempted to provide 
bonus funds through the sale to the 
general public of the foreign obliga- 
tions, which are still in the form of 
demand notes. Moreover, even if 
enough could be realized on the for- 
eign debt to pay the bonus, that 
fact would not take the burden of 
the bonus from the taxpayers’ 
shoulders. According to the Liberty 
Bond Act the government is bound 
to apply any payments of principal 


‘by a foreign government to the re- 


tirement of outstanding Liberty 
bonds, about $10,000,000,000 of 
which were issued in the first in- 
stance to provide for the advances 
to foreign governments. Similarly, 
interest collected on the foreign ob- 
ligations should go to provide for 
the interest on Liberty bonds, and 
that has been the Treasury’s inten- 
tion. It is clear, therefore, that if 
the proceeds of the Allied debt pay- 
ments were applied to bonus pay- 
ments the government would have 
to provide for the payment of prin- 
cipal and interest of the Liberty 
bonds from other sources. In other 
words, the people would have to pay 
taxes for this purpose which other- 
wise would be unnecessary. In view 
of Secretary Mellon’s frank state- 
ment the country can no longer 
plead ignorance of the fact that if a 
bonus is to be paid it will have to 
come out of the taxpayer, and be 
an addition of almost half a billion 
dollars a year to the already stag- 
gering burden that he is carrying. 
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The Certification of Altered Checks 


The Supreme Court of Illinois 
has recently decided that, under the 
Negotiable Instruments Act, a bank 
which certifies a check upon which 
the payee’s name has been erased 
and the name of the forger inserted 
as payee, is responsible upon the 
check to a subsequent holder in due 
course who acquires the check 
through indorsement of the payee’s 
altered name by the forger. Na- 
tional City Bank of Chicago v. Na- 
tional Bank of the Republic of Chi- 
cago, Oct. 22, 1921; rehearing de- 
nied December 7, 1921; reported 
132 N. E. 832. 


As a bank cannot charge a check 
paid after indorsement of the name 
of a forged payee to its customer’s 
account and cannot know, when the 
check is presented for certification 
by one other than the drawer, 
whether the payee’s name in the 
body of the check to which the in- 
dorsement conforms has been al- 
tered or is genuine, it follows that in 
Illinois, where this rule of law is 
now established (and, if the deci- 
sion is a sound interpretation of the 
Negotiable Instruments Act, in the 
46 other states where the Act is in 
force), that every check certified for 
a holder other than the drawer, is 
at the risk of the bank as to the 
genuineness of the payee. Not only 
is this true in cases where the 
holder requesting certification is a 
stranger to the bank but also where 
the holder is known to the bank and 
presents a check payable to another 
person, the fact that the bank 
knows the holder, does not remove 
the risk that the payee’s name may 
have been altered; and even where 
a check is presented by the holder 
to whom payable who is known to 
the bank, there is always the pos- 
sibility that such holder may him- 
self have stolen the check and 
forged his own name as payee. 

The risk of genuineness of the 
payee’s name is one which no certi- 
fying bank can assume and the 
inevitable result of such a rule must 
lead either to a change in the rule 
by amendment of the law or the 
refusal of banks to certify checks 
for other than the drawer, unless 
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the certification is so limited or 
conditioned as to exclude responsi- 
bility of the bank in such a case. 

The common law, through re- 
peated decisions, has limited the 
liability of a certifying bank to 
those facts peculiarly within its 
knowledge, namely (1) genuine- 
ness of the drawer’s signature and 
(2) sufficiency of funds to meet 
the check. If a bank certifies a 
check bearing forgery of its cus- 
tomer’s signature, or an overdrawn 
check, the bank, under the deci- 
sions, is liable to an innocent pur- 
chaser. But where a check has been 
raised or altered in other particu- 
lars, these facts being no more 
within the knowledge of the bank 
than the holder, certification of the 
raised or altered instrument has 
generally been held not binding on 
the bank. 


Distinct Departure 


The decision, therefore, that the 
certification of a check upon which 
the payee’s name has been fraudu- 
lently changed to the name of the 
forger binds the bank to an inno- 
cent purchaser of the check, in- 
dorsed by the forger as payee, 
comes as a distinct departure from 
the quite generally accepted theory 
that the certifying bank is only 
responsible for things peculiarly 
within its knowledge, and it will be 
of interest to examine the Illinois 
decision for the purpose of forming 
a reasonable opinion (1) whether in 
the other forty-six states the deci- 
sion would likely be upheld as a true 
interpretation of the meaning of the 
Negotiable Instruments Act upon 
the precise facts presented and (2) 
as to the possible scope and extent 
of the decision in its application to 
certification of checks which have 
been altered in another important 
particular not within the peculiar 
knowledge of the bank, namely, by 
raising the amount. 

The facts in the Illinois case are 
briefly these: A manufacturing 
company in St. Louis purchased 
from a St. Louis bank a draft upon 
its Chicago correspondent, the Na- 
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tional City Bank of Chicago, for 
$629.80 payable to the American 
Sheet and Tin Plate Company of 
Pittsburgh, enclosing the draft in 
a letter addressed to the Pittsburgh 
company, and deposited it in the 
mail box. One Andrew H. Man- 
ning rifled the box, stole the check 
and altered the payee, substituting 
his own name with such skill as to 
escape detection. Manning went 
to Chicago and tendered the draft 
to a jeweler for certain jewelry he 
desired to purchase. In the pres- 
ence of the jeweler he indorsed the 
draft in blank in his own name, and 
the jeweler with his consent took 
the draft to the drawee bank and 
procured its certification. The jew- 
eler returned to his place of busi- 
ness and delivered the jewelry, re- 
taining the draft, which he indorsed 
for value to the National Bank of 
the Republic, which collected the 
same from the drawee. After- 
wards, upon notification of the for- 
gery, the drawee credited the St. 
Louis bank with the amount of the 
draft and asked reimbursement of 
the National Bank of the Republic, 
which was refused. The lower 
Illinois courts held that the Na- 
tional City Bank, which had certi- 
fied the draft, was entitled to re- 
cover from the National Bank of 
the Republic, but the Supreme 
Court of Illinois reversed the judg- 
ment, placing the _ responsibility 
upon the certifying bank. 


Salient Features 


To summarize the salient fea- 
tures of the opinion, the court said 
the question presented for decision 
is the liability of the acceptor of a 
negotiable instrument, under sec- 
tion 62 of the Negotiable Instru- 
ments Act, which provides: 

“Section 62. The acceptor by 
accepting the instrument engages 
that he will pay it according to the 
tenor of his acceptance; and ad- 
mits: 

“1. The existence of the drawer, 
the genuineness of his signature, 
and his capacity and authority to 
draw the instrument, and 
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“2. The existence of the payee 
and his then capacity to indorse.” 

The question presented, the 
court said, had not to its knowledge 
been passed upon by any court of 
last resort in this country. The 
Negotiable Instruments Act, it said, 


was intended to establish uniform- © 


ity in the law regarding negotiable 
paper, and the confusion of state 
law prior to its adoption would 
naturally bring some of its provi- 
sions in conflict with the prior deci- 
sions and statutes in several states. 
In construing the act, its lan- 
guage must be so interpreted as 
to give effect to the design of har- 
mony and its words must be given 
their natural and common meaning. 
Section 62, the court said, “so 
far as it applies to the facts in this 
case, declares that the acceptor by 
accepting the instrument engages 
that he will pay the instrument 
which he has accepted according to 
the tenor of his acceptance, and ad- 
mits the existence of the payee and 
his then capacity to indorse. The 
instrument which appellee accepted 
was payable ‘to the order of An- 
drew H. Manning.’ By its accept- 
ance it admitted that Andrew H. 
Manning was in existence and that 
Andrew H. Manning at the time of 
acceptance was not suffering any 
legal disability which would affect 
his ability to pass title to the instru- 
ment accepted by means of indorse- 
ment. According to the plain 
language of this section, appellee 
by its general acceptance bound it- 
self to pay a draft for $629.80, 
payable to the order of Andrew H. 
Manning. After the draft was ac- 
cepted by appellee the drawer was 
discharged from liability thereon. 
When appellant took the draft it 
was complete and regular on its 
face. It had been duly accepted by 
the drawee. It was taken in good 
faith and for value, and appellant 
then had no notice of any infirmity 
in the instrument or defect in the 
title of the person negotiating it, 
and appellant was therefore a 
holder in due course. It relied 
upon the general acceptance of ap- 
pellee, and under the Negotiable 
Instruments Law was protected by 
it. This construction of section 62 
is in accordance with that sound 
principle which declares that where 
one of two innocent parties must 
suffer a loss the law will leave the 
loss where it finds it.” 


Acceptance of Draft 


The court said that in so far as 
certain Illinois decisions rendered 
prior to the act were in conflict 
with it, the statute must prevail. 
Concerning these decisions it said: 
“In both these cases it was held 
that the drawee by accepting a draft 
simply warranted the genuineness 
of the signature of the drawer, and 
that it had funds sufficient to meet 
the draft, and engaged that those 
funds should not be withdrawn 
from the drawee by the drawer, and 
that the drawee would pay the 
amount actually due on the check 
to the person legally entitled to it. 
It was specifically held that the ac- 
ceptance of a draft did not warrant 
the genuineness of the body of a 
draft either as to the payee or the 
amount. These decisions are in 
harmony with the first obligation 
placed upon the acceptor by section 
62, but are in direct conflict with 
the second obligation fixed by said 
section.” 

Denying a contention that the 
drawee by accepting this draft ad- 
mitted the existence of the payee 
named in the draft by the drawer, 
that is, the American Sheet and Tin 
Plate Company, and its capacity to 
indorse the draft, the court said: 
“We cannot agree with this conten- 
tion. The drawee knew nothing of 
the American Sheet and Tin Plate 
Company, and could have admitted 
nothing regarding its existence or 
its capacity to indorse. If section 
62 means anything, it means just 
what it says; that is, by accepting 
this draft appellee admitted the 
existence of the payee then named 
in the draft and the capacity of the 
named payee to indorse the draft.” 

The above is a fair summary of 
the essential features of the deci- 
sion of the Supreme Court of 
Illinois. 


Prof. Ames’ View 


The theory that a bank certifying 
an altered check is, under Section 
62, liable to an innocent purchaser 
upon the check as altered (under the 
Illinois case, the alteration being of 
the payee), finds support in the 
view of the late Professor Ames of 
Harvard Law School, who, in No. 4 
Harvard Law Rev., 306-307, apply- 
ing the section to the case of certifi- 
cation of a raised check, says: 

“Since an acceptor, by Section 62, 
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engages to pay the bill ‘according 
to the tenor of his acceptance,’ he 
must pay to the innocent payee or 
subsequent holder the amount called 
for by the bill at the time he ac- 
cepted, even though larger than the 
original amount ordered by the 
drawer. A bank certifying a raised 
check is in the same case, since Sec 
tion 187 assimilates a certification to 
an acceptance. If the acceptor or 
certifying bank must honor his ac- 
ceptance or certification in such a 
case, a fortiori a drawee who pays 
a raised bill or check, without ac- 
ceptance or certification, should not 
recover the money paid from an in- 
nocent holder. These results are at 
variance with numerous American 
decisions, but they are changes for 
the better, and, so far as adopted, 
bring the law of this country into 
harmony with the law of nearly, if 
not indeed all, of the European 
States.” 

Professor Ames’ interpretation of 
Section 62 is quoted with approval 
by the Supreme Court of Oklahoma 
in Cherokee National Bank v. Union 
Trust Company, 125 Pac. 464, but 
that was a case where the drawee, 
which paid upon a forged signature, 
was held not entitled to recover and 
the court simply used Section 62 to 
illustrate that had the bank simply 
accepted the check, it would have 


‘ been bound to pay according to the 


tenor of its acceptance from which 
it reasoned that by paying the check, 
which was more than acceptance, it 
was equally bound. 

The St. Louis Court of Appeals in 
McLendon v. Bank of Advance, 174 
S. W. 203, upholding the right of 
recovery of a drawee bank, which 
had paid a raised check, uses this 
language: “It is entirely true that 
the acceptor, by accepting the in- 
strument—and a bank who pays the 
check of its customer is such— 
admits the existence of the drawer. 
the genuineness of his signature and 
his capacity and authority to draw 
the instrument and the existence of 
the payee and his capacity to in- 
dorse” (Citing Section 62). The 
court held that as to certain checks 
in suit bearing forgery of the 
drawer’s signature, the bank was 
bound and concluded by their ac- 
ceptance and payment; but as to 
certain checks raised after their 
issue the court said: “Touching 
this the mere acceptance, as by re- 
ceiving and cashing them—that is, 
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charging them to the account of 
Kinder & Son and passing the 
amount to the account of the plain- 
tiffs—in nowise concludes the bank 
if it was without fault, for such a 
matter is reckoned within the law 
on the ground of mistake, where it 
appears both the bank and depositor 
are innocent.” 


Tenor of Acceptance 


Commenting on the above, Pro- 


fessor Brannan of the Harvard Law 
School, in his work on the Negotia- 
ble Instruments Act (3d edition, 
page 225), says: 

“This leaves untouched the ques- 
tion whether an acceptor of a raised 
but otherwise genuine instrument, is 
liable thereon. It is difficult to see 
how he can escape liability if any 
meaning is to be given to the words 
‘engages that he will pay according 
to the tenor of his acceptance.’ The 
tenor of the acceptance is deter- 
mined by the terms of the bill as it 
is when the drawee accepts and 
that is a bill for the raised amount. 
That is the bill he accepts and no 
other and according to its tenor he 
has engaged that he will pay it.” 

We have, then, the positive deci- 
sion of the Supreme Court of IIli- 
nois in the case of certification of a 
check bearing a forged payee, and 
the opinion of certain eminent law 
professors and of the Supreme 
Court of Oklahoma in the case of 
certification of a raised check, that 
under Section 62 the acceptor is lia- 
ble to the innocent purchaser. 

This is sufficient basis of author- 
ity to make the situation as to certifi- 
cation of raised and altered checks 
serious for the certifying bank, not 
only in Illinois, but in all the other 
states where the point has not been 
decided, but where the Negotiable 
Instruments Act is in force—in 
every state in the Union, in fact, 
except Georgia. 

But we are by no means con- 
vinced that the language of Section 
62, which provides that the ac- 
ceptor “engages that he will pay 
according to the tenor of his accept- 
ance and admits * * * the 
existence of the payee and his then 
capacity to indorse” was intended to 
make the acceptor or the certifying 
bank liable where it certifies a raised 
or altered check, or was intended to 
overturn the previously established 
law that the certifying bank was 
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only responsible for those things 
peculiarly within its knowledge, 
namely, signature of the drawer and 
sufficiency of funds—a rule of jus- 
tice evolved from experience and 
based on the fact that the certifying 
bank cannot know any better than 
the presenting holder as to the gen- 
uineness of the payee or the integ- 
rity of the.amount. 

Let us examine the question from 
another viewpoint. Under the com- 
mon law, material alteration avoided 
an instrument and the common law 
rule with certain modifications has 
been embodied in the Negotiable In- 
struments Act which provides (Sec- 
tion 124): 

“Where a negotiable instrument 
is materially altered without the 
assent of all parties liable thereon, it 
is avoided, except as against a party 
who has himself made, authorized 
or assented to the alteration and 
subsequent indorsers. But when an 
instrument has been materially al- 
tered and is in the hands of a holder 
in due course, not a party to the 
alteration, he may enforce payment 
thereof according to its original 
tenor.” 

To Transfer Title 

Under the law, therefore, elimi- 
nating for the moment the element 
of acceptance or certification, where 
a check, genuine in all particulars, 
is fraudulently altered by the holder 
by changing the payee or increasing 
the amount it is avoided except that 
in the hands of a holder in due 
course, it is enforceable according to 
its original tenor. A check raised 
from $100 to $1,000 by the payee 
and negotiated to an innocent pur- 
chaser, may be enforceable in his 
hands to the extent of $100, but in 
the case of a check wherein the 
payee’s name has been altered, it is 
difficult to see how there can be any 
holder in due course, because it 
would require the indorsement of 
the true payee to transfer title. It 
seems clear that there would be no 
enforceable title in an innocent pur- 
chaser where the payee’s name was 
altered and only an enforceable title 
for the original amount in the case 
of a raised check and if such inno- 
cent purchaser presented the check 
to the bank and received payment. 
the law is clear that the bank would 
have the right of recovery of the 
money as paid under mistake of fact 
to a holder without title, except as 
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to the original amount of a raised 
check. 


Avoided by Change 


But instead of obtaining payment, 
suppose the holder of this void in- 
strument, whether he be innocent 
or guilty, having no title thereto, 
procures its certification and then 
negotiates it to an innocent pur- 
chaser. Take the facts in the IIli- 
nois case. The check was avoided 
by change of payee. Certification 
of this void instrument was then 
procured by an innocent holder who 
negotiated it for value to a holder 
in due course. Except for Section 
62, the certifying bank would not 
be responsible and could recover the 
money afterward paid thereon. The 
decision holding the bank liable 
must proceed, therefore, on the the- 
ory that what was utterly void be- 
came valid by certification. In 
other words the certifying bank 
created anew a valid instrument out 
of what was before the certification 
a forged instrument. 

We think it may be seriously 
questioned whether the provisions of 
Section 62 that the acceptor will pay 
according to the tenor of his accept- 
ance and that he admits the exist- 
ence of the payee were intended to 
apply to instruments, avoided by 
forgery of the payee or amount, so 
as to make the certifying bank liable 
as warrantor of genuineness in these 
respects. The basis of the section is 
illustrated by the following cases: 

In Williams v. Drexel, 14 Md. 
566, it was held that acceptance of a 
bill of exchange admits the signa- 
ture of the drawer, but is no proof 
or admission of the indorsement by 
the payee, whether the bill be pay- 
able to the drawer’s own order, or 
that of another person. 

In Cowton v. Wickersham, 54 Pa. 
St. 302, the court said, obiter: “An 
acceptor cannot plead that the 
drawer is a married woman, and he 
is estopped from denying or disput- 
ing her competency. Byles on Bills 
50, 185.” 

In Taylor v. Croker, 4 Esp. 187, 
it was held that in an action against 
the acceptor of a bill of exchange by 
the indorsee, it is no defense that 
the drawers who had drawn the bill 
payable to themselves, and, of 
course, indorsed it, were infants 
when the bill was drawn. 

In Hallifax v. Lyle, 3 Exch. 446, 
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it was held that the acceptor of a 
bill ‘of exchange, payable to the 
order of the drawer, cannot deny 
the authority of the drawer to draw 
or indorse such bill. 
in this case was a corporation. ) 

In Smith v. Marsack, 6 Com. 
Bench 486, it was held that it is not 
competent to the acceptor of a bill 
made payable to the order of the 
drawer, to say that the latter has no 
power to indorse, when he has him- 
self, by his acceptance of the bill 
drawn, asserted that she has such 
power. 


Purpose of Certification 


The purpose of certification is 
thus stated in Marine National 
Bank v. National City Bank, 59 N. 
Y. 67: “When a check is presented 
for certification to a bank on which 
it is drawn, the purpose is to ascer- 
tain with certainty what the bank 
alone can know, and that is, whether 
the drawers of the check have funds 
sufficient to meet it, and, further, to 
obtain the engagement of the bank 
that those funds shall not be with- 
drawn from the bank by the draw- 
ers of the check. To this extent the 


(The drawer 


knowledge of the bank enables it 
safely to go in the way of assertion 
and its own power over its own 
funds will be sufficient to protect it 
as to its obligation.” 


Within His Knowledge 


The whole theory and rasson 
d'etre of certification is that the 
drawee guarantees certain things 
peculiarly within its knowledge, 
namely, that the signature of the 
drawer is genuine, and that he has 
sufficient funds or credit with the 
drawee to meet the amount called 
for in the bill or check. This was 
generally accepted as the theory 
upon which certification was based 
prior to the adoption of the Negotia- 
ble Instruments Law, and the ex- 
tent to which application was made 
of it. It hardly seems reasonable to 
suppose the framers of the law, or 
the various legislatures in adopting 
it, intended to impose upon drawee 
banks the burden and risk of guar- 
anteeing the genuineness of the 
body of a check when it is a physical 
impossibility for them to know as 
to the genuineness of the payee 
named or the amount written 


therein. All that the holder of a 
check has a right to demand of the 
drawee bank is a guaranty as to the 
signature of the drawer, and if he 
has sufficient funds to meet the 
check, and this is all that certifica- 
tion has heretofore been supposed to 
signify and guarantee, both in bank- 
ing circles and in the business world 
at large. 


Limited Certification 


Now, however, the Supreme 
Court of Illinois squarely decides 
the contrary under the Negotiable 
Instruments Act and not only so 
fixes the rule for Illinois but creates 
such uncertainty as to the law in the 
other states, that it would seem im- 
portant for bankers, until some 
amendment of the Negotiable In- 
struments Act is procured -which 
would limit the liability of the cer- 
tifying bank to the facts within its 
knowledge, to seriously consider the 
advisability of ceasing to certify 
checks for holders other than the 
drawer unless the form of certifica- 
tion is limited to the genuineness of 
the signature and sufficiency of 
amount. 
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New Currency Based on Ours 
Lithuania, Burdened by the Ostmark, Has a Scheme for Relief Which In- 


cludes a Bank of Emission. 


Controlled by the Government and the Exportation 


HEN Germany occupied 
Lithuania in 1915 she estab- 
lished the ostmark as legal 

tender for Lithuania and it is still 
the medium of exchange. It has 
the same value as the reichsmark, 
there being no practical difference 
between the two currencies in so far 
as trade is concerned. 

The total amount issued, accord- 
ing to a British report, was about 
1,250,000,000 marks, which, how- 
ever, was not confined to Lithuania, 
but circulated throughout the occu- 
pied regions of Russia. The amount 
now in circulation in Lithuania 
proper is estimated at about 800,- 
000,000 marks. In addition to this 
currency there is probably a total 
of 200,000,000 reichsmarks in cir- 
culation. 


Free from Germany 


Now there is a movement on foot 
in Lithuania to establish a national 
currency of its own and thus free 
itself from the weakness of the Ger- 
man foreign exchange situation. 
Among the plans which have 
been proposed, as reported, in ad- 
vices from Trade Commissioner 
Graves, there is one to establish a 
new currency on the basis of the 
American dollar. The foreign ex- 
change value of this currency, it is 
hoped by its proponents, would be 
determined by the exchange rate of 
the dollar. The first issue of the 
new money, as yet unnamed, would 
be employed to buy up the ostmark, 
and it is proposed that about a bil- 
lion units of the equivalent of the 
cent would at the outset be devoted 
to this purpose. 

A part of the new currency plan 
is the establishment of a bank of 
emission, as a private institution 
under government control, with a 
capital equaling $5,000,000 (two- 
thirds Lithuanian and one-third 
foreign money), would, besides 
having the sole right of emission, 
discount commercial paper and per- 
form the functions of a state bank. 
At present practically all of the dis- 
count business goes to Germany. 


As the ostmark and the German 
mark are legal tender the country is 
commercially dependent upon Ger- 
many, which can give the new state 
little uplift at present. The pur- 
chase of materials and goods from 
other countries is almost impossible, 
due to the low value of the mark. 


Its Resources 


A brief consideration of some of 
the more prominent factors of 
Lithuanian life and assets should be 
useful in this connection: 

For the year 1921 the expenses of 
the government, according to offi- 
cial reports, will amount to 886,- 
000,000 ostmarks ; the receipts will 
be 673,000,000, which will leave a 
deficit of about 213,000,000 ost- 
marks. Chief among the items of 
expenditure is 458,000,000 ost- 
marks, or more than 50 per cent. of 
the budget, for the army. The Min- 
ister of Finance will, it is said, make 
a serious effort to reduce the ex- 
penditures for military purposes. 

Lithuania had a population in 
1914, according to Russian statis- 
tics, of about 2,400,000. Due to 
the war and forced migrations the 
population, according to one esti- 
mate, now is probably about 2,000,- 
000. The state borders have not 
been definitely established, there 
being in Russian Lithuania four 
Lithuanian frontiers defining areas 
greatly differing in size. 

Because it is a country almost 
predominantly agricultural in char- 
acter, Lithuania suffered less from 
the war than did some of its Baltic 
neighbors who possessed capitalistic 
industries, which fell prey to the 
invaders. (Lithuanian industry, 
consisting of small factories and 
workshops, is still in the transitory 
stage between craft and capitalistic 
enterprise.) Its commerce did not 
extend far beyond marketing its 
raw products and to small trade. 

The resources of the country con- 
sist of timber (undoubtedly its 
greatest wealth, the forests cover- 
ing enormous areas) and agricul- 
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Resources of the Country. Export Trade Is 


of Flax a Monopoly 


tural produce—grain, potatoes, flax 
and cattle. 

Stripped of all equipment during 
the war, the farm industries, such 
as tanneries, flour mills, dairies, 
saw-mills, etc., were reported by 
Trade Commissioner Gade last year 
to be at a standstill, but notwith- 
standing the many and perplexing 
losses sustained by the peasantry 
and the owners of big estates, both 
classes are patiently toiling to re- 
pair their fortunes. They lack 
horses and cattle, machinery and 
implements, and it is exceedingly 
difficult to make replacements. 

The British report referred to 
heretofore gives the following on 
Lithuanian banking as it existed be- 
fore the war: 


Nation’s Banks 


“At the end of 1913, for the gov- 
ernments of Suvalki, Grodno, Vilna 
and Koyno there were 461 state and 
803 private banking institutions, 
representing a total capital of 27,- 
800,000 rubles. Their deposits 
totaled 144,000,000 rubles in round 
figures; bills discounted annually, 
32,300,000 rubles ; debentures, 168,- 
000,000 rubles; cash loans, 42,- 
000,000 rubles ; net profits, 4,000,000 
rubles; and total balance, 407,000,- 
000 rubles.” 

Of banking at present Trad 
Commissioner J. A. Gade, unde. 
date of March 31, 1920, reported: 

“At present there is practically 
no banking in Lithuania. The op- 
erations of the Lithuanian Bank of 
Trade and Industry are limited 
practically to remitting money. 

“The Lithuanian Bank of Hus- 
bandry at Kovno has an authorized 
stock capital of 2,000,000 marks, of 
which, on January 1, 1920, about 
one-half was paid up. The mana- 
ger and chief shareholder formerly 
owned a small banking office at 
Petrograd. The object of the bank 
is to finance agriculture and indus- 
try. At present its operations are 
limited to changing money.” 

The land holdings of Lithuania 
are distributed as follows: Peas- 
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ants, 51.8 per cent. ; estates, 30 per 
cent.; state, 13.7 per cent. For- 
merly the people lived in communal 
villages, but the peasants are grad- 


ually establishing homes on the 
acreage they own. 

It is difficult for a people to throw 
off the customs and the beliefs un- 
der which they were born and: 
reared, and so we find that all ex- 
port trade is controlled by the gov- 


ernment, which issues licenses to 
private persons and to business 
firms. There can be no exporting 
without a license and whether or not 
a license is issued depends upon 


Bridge Across Vilija River, Wilno Lithuania. 


whether or not the government 
considers it wise to permit exporta- 
tion of a particular item and 
whether or not the goods offered in 
exchange will in the opinion of the 
authorities increase the well-being 
of the country. All imports, how- 
ever, are not controlled, though the 
regulations do not encourage the 
importation of luxuries. Flax, 
fiber and seed are the main articles 
available for export. The exporta- 
tion of flax is a government monop- 
oly, by virtue of which a maximum 
price is established, and the peasants 
are obliged to sell their flax to gov- 
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ernment agents. Of course, the 
peasants do not like this, especially 
as they are sometimes paid with 
official receipts instead of cash. 
Much flax, it is said, has been con- 
cealed from the government officials 
and sold for cash to free lance 
agents, who smuggle it to Germany. 
For the disposition of the 1919 
crop of flax the government entered 
into a contract with a group of Lon- 
don banks by which the latter, act- 
ing as commission agents, were to 
export and sell the crop to the high- 
est bidder, receiving as compensa- 
tion a commission of 5 per cent. 


HOW IMPROVED EXCHANGES PLUS LOWER PRICES HAVE INCREASED 


FOREIGN PURCHASING POWER 


The increased amount of United States commodities that the foreign money units will buy this year as compared to last 
(compiled by the American Exporter) is shown in the following table: 


£ Sterling 
French Franc 


Italian Lira.. 
Belgian Franc... 
Norwegian Krone 
Dutch Guilder. . 
Swiss Franc 


Argentine Peso............ —15% 
Brazilian Milreis 

Indian Rupee 

Philippine Peso 

Java Florin 

Shanghai Tael 
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Cotton Wheat Corn Oats Flour Lard Iron Steel Copper 
rr 84% 80% 171% 61% 115% 100% 78% 24% 

Leseeccuccese 23% 111% 107% 103% 85% 146% 129% 104% 43% 

Swedish Krome............ -12% 91% 87% 83% 68% 123% 108% 85% 29% 

Danish Krone............. -15% 96% 92% 88% 72% 129% 113% 90% 32% 

seveccees M9% 92% “+ 89% 85% 69% 125% 110% 87% 30% 

sevscesnes =D 60% 57% 54% 40% 87% 74% 55% 8% 

5% 79% 16% 72% 57% 110% 95% 74% 21% 

93% 89% 85% 69% +125% +110% 87% 130% 

36% 37% 43% — 25% — 30% — 38% —56% 

43% 40% 37% 26% 67% 56% 38% — 2% 

30% 28% 33% 14% 52% 42% 26% —11% 

63% 60% 57% 43% 90% 717% 58% 10% 

63% 60% 57% 44% 91% 78% 58% 11% 

79% 76% 73% 58% +117% 96% +t21% 

57% 54% 51% 38% 83% 11% 52% 6% 


Washington Views of Big Events 


ONVENING of the national 
C agricultural conference was 

the most concrete economic 
occurrence of January in Washing- 
ton. Some progress was made in 
the foreign debt refunding prob- 
lem, the tariff puzzle continued to 
take up a great deal of time, the 
adjusted compensation bill was re- 
vived, and there was a great deal of 
talk in and out of Congress about 
the Armament Conference, the 
Genoa Conference and transporta- 
tion difficulties. The agricultural 
meeting took first place because it 
came and went within the month, 
leaving behind an outline of work 
to be done which will result in 
great good to the nation. 

While there was an undercur- 
rent of dissatisfaction on the part 
of some people who thought the 
rich play farmer was too numerous 
and too conspicuous, at the expense 
of the “real dirt farmer,” the pres- 
ence of these bankers, lawyers, 
manufacturers, commission men 
and transportation agents was 
brought about for the express pur- 
pose of providing a human chain 
from the farm itself to the con- 
sumer. The “dirt farmer” was 
there represented, and the con- 
ference opened January 23 in the 
spirit which was so clearly inter- 
preted by President McAdams, in 
his public statement of the same 
day, which statement is printed 
elsewhere in this issue. 


Six Points 


In his welcoming address Presi- 
dent Harding advocated the follow- 
ing important measures, some of 
which had previously been recom- 
mended by the special congres- 
sional committee which has been 
making a constructive study of 
agricultural economics for over a 
year: 


Development of a thorough code of 
law and business procedure with the 
proper machinery of finance through 
some agency to insure that turnover 
capital shall be as generously supplied 
to the farmer and on as reasonable terms 
as to other industries. 

Formation of cooperative 
buying and selling associations. 

Creation of instrumentalities for col- 


loaning, 
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lection and distribution of useful and 
true information so as to prevent violent 
fluctuations of markets. 

Practical development of the water 
resources of the country for both trans- 
portation and power, including plans for 
electrification of the nations railroads. 

Methods of bringing about further re- 
clamation, rehabilitation and extension 
of the agricultural area. 

Promotion of a new conception of the 
farmer’s place in the national social and 
economic scheme. 


Time Required 


Such a program will take a long 
time to put into effect, so far as 
the government is concerned. It 


-has not been made clear just how 


private capital and the banking fra- 
ternity will be asked to participate 
in providing loans especially de- 
signed for farm aid purposes in 
contradistinction to the system 
which supplies short term loans to 
the merchant and the manufacturer 
for their quick turnover transac- 
tions. The farmer does not get 
his turnover for a year, as a rule, 
on crops, and not for two or three 
years on live stock. His loans must 
be long term ones hereafter if he 
is to be rescued from the worries of 
short term notes which have to be 
renewed every few months, and 
sometimes are called, and he has to 
sell something on the place at a 
loss in order to pay up. The bank- 
ers will be expected to accommo- 
date themselves to this change, ap- 
parently, without impairing their 
usefulness to the merchant and 
manufacturer, the trader and the 
builder. 


Again the Bloc 


In the meanwhile the farm bloc 
in Congress continues to flourish 
like the green bay tree. Members 
were in the agricultural conference, 
orattended it,and those whothought 
the calling of the conference might 
put a crimp in the bloc will be dis- 
appointed. The bloc has the votes 
and the solidarity and there is not 
much chance of its numerical 
strength going down at the coming 
November elections. No matter 
how many seats the Republicans 
lose in the West, the Demo- 
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crats who succeed Republican 
bloc voters will simply take their 
places here. It may be that the prac- 
tical and sound measures consid- 
ered by the conference, together 
with the fact that many of the “dirt 
farmers” who were delegates saw 
affairs in a different light after they 
came, will tone down some of the 
radicals in the bloc. On the 18th, 
by a vote of 63 to 9, the bloc put 
through the Senate an amendment 
to the Federal Reserve Act which 
will lead to the appointment of a 
“dirt farmer” to the Board. The 
amendment does not call for a 
farmer in so many words, but by 
a compromise arrangement the 
President, it is generally under- 
stood, has agreed to appoint one. 
It abolishes the specific provision 
for the appointment of two bankers 
and directs the President to have 
“due regard to a fair representa- 
tion of the financial, agricultural, 
commercial and industrial interests 
and geographical divisions of the 
country.” The House is expected 
to agree to the amendment. The 
bloc is also holding out for very 
high tariff rates on some products, 
such as fifty cents a bushel for 
wheat. 

The appointment of Senator Ken- 
yon to the Federal bench will not 
break up the bloc, as Senator Cap- 
per of Kansas will succeed to the 
leadership. 


A Tolerant Spirit Needed 


There is an increased tendency 
to criticize the various branches of 


the Federal government. The Su- 
preme Court comes in for its share 
of censure, and President Harding 
is exhorted “to do something about 
it.” Where there are officials who 
seek prosperity by legislation we 
also find business people who are 
running up the same blind alley by 
demanding that the various depart- 
ments change their methods and 
“stop working at cross purposes.” 
Running a government is a big 
business, and a complex one. The 
powers and also the limitations of 
the various branches are limited by 
law, and in every instance out- 
side business, by exerting its force 
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on legislation, had a great deal to 
do with the enabling acts which 
created those branches. The fact 
is that the departments and bureaus 
are doing their best, as in the past, 
and they have never worked to- 
gether better in behalf of the coun- 
try as a whole than right now, 
considering the difficulties of the 
times, under a President who isa 
great harmonizer. 

Senator Porter J. McCumber of 
North Dakota, successor to the late 
Senator Penrose as chairman of 
the Senate Finance Committee, em- 
phasized the need of a more toler- 
ant spirit in a statement on the 
23d deprecating hostility between 
the East and West. He alluded to 
the fears expressed in some eastern 
publications that the West, being in 
the saddle, might impair the sta- 
bility of the country, because “it 
is different.” There is no differ- 
ence as to sensible Americanism, 
and the senator said: 


One People 


“We are one country and one 
people. The vitalizing blood of 
commerce must flow with equal 
freedom through the whole body 
politic. 
it is a long distance from the At- 
lantic to the Pacific. We of the 
West have for many years been 
trying to adjust our lenses so as to 
enable us to see and understand 
the eastern situation. Judging 
by what I have read of late in 
some of the metropolitan dailies of 
the Atlantic states, I think we may 
be excused if we mildly suggest to 
some of them that they so adjust 
their optics as to see not only over 
the Alleghanies but also to compass 
in their vision that vast empire 
watered by the Mississippi and its 
tributaries and that further region 
reaching to our Pacific coast.” 

As sectional differences fade out 
is it not possible for our various 
classes to begin working together 
in helpful cooperation, under the 
protection and the guidance of our 
national government, no matter 
which party is in power? 


Better Appropriation Methods 


In spite of the introduction of 
the budget system, resulting in an 
apparent reduction of $500,000,000 


We are a big country and 


in expenditures, certain high offi- 
cials have been trying to get some 
of the appropriation bills to Con- 
gress in the old way. But it be- 
came known in Washington on 
the 24th that the Appropriations 
Committee of the House has noti- 
fied them it will consider no finan- 
cial proposal which does not come 
to the Hill from President Harding 
through Mr. Dawes. The House 
itself is so satisfied with the innova- 
tion of having all appropriations 
considered by the one greatly en- 
larged committee that there is no 
possibility of a return to the former 
multi-committee method. Senator 
Warren, chairman of the Senate 
Committee on Appropriations, is 
now trying to effect the same amal- 
gamation on his side of the Capitol. 

The government expects to spend 
$1,340,213,800 less in the present 
fiscal year than the last one, accord- 
ing to a statement by the Treasury 
Department on the 20th. The big- 
gest cut is in the War Department, 
amounting to over $300,000,000. 


Adjusted Compensation 


The adjusted compensation legis- 
lation will pass both houses, unless 
all signs fail, before adjournment 
in June or July. Mr. Mellon con- 
tinues to oppose it, and so do 
others, outside and inside the gov- 
ernment. But the opposition has 
never agreed on the cost, which can- 
not be estimated because no living 
man knows, or can know, what per- 
centage of the veterans will take the 
cash, which will not become avail- 
able, even on the installment plan, 
before July 1, 1923. The American 
Legion and the Veterans of For- 
eign Wars have begun a campaign 
of education among all veterans, 
urging them to take the paid up 
insurance, or educational aid, or 
farm and home options in order 
to spread the payments over a long 
period of years. The insurance fea- 
ture, for instance, will not require 
all payments under that head for 
twenty years. 

An abortive effort was made to 
tie the compensation bill to the 
tail of the foreign refunding bill. 
President Harding is against a spe- 
cial bond issue, and so is everybody 
else. Where he brought about a 
postponement of the bonus prob- 
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lem last year, the President is now 
in favor of settling it, but he is 
against any bill which will merely 
authorize it and leave the executive 
branch to find the money. In al! 
probability a set of small so-called 
luxury taxes will be decreed by 
Congress, such as two or three 
cents on gasoline per gallon and 
others which can be passed on to 
the general public. Of course, the 
veterans will pay their share of the 
special taxes along with everybody 
else. 


Refunding Bill Passes 


On the 16th the Senate Finance 
Committee reported out the foreign 
debt refunding bill which passed 
the House October 24, 1921, and it 
went through the Senate on the 31st. 
It contains all the principal features 
approved by the House and leaves 
to the Secretary of the Treasury 
broad powers as to its administra- 
tion. No change was made in the 
proposed personnel of the commis- 
sion, to consist of four persons ap- 
pointed by the President, in addition 
to the Secretary of the Treasury. 
The committee added a provision 
that nothing contained in the act 
shall be construed to authorize 
or empower the commission to ex- 
tend the maturity of any bonds or 
obligations due this country beyond 
June 15, 1947. There was a 
fierce fight in the upper house by 
a few members and some unkind 
things will be said about European 
militarism before the bill passes, 
after the conference report. Can- 
cellation of the $11,000,000,000 now 
due will also be suggested again, 
but without avail. Interest was 
fixed at 4% per cent. and the limit 
of maturity is June 15, 1947. 


Tariff Legislation Needed 


The country is not much nearer 
the fruition of a new tariff than 
it was last year. A measure passed 
the House several months ago, but 
the Senate Finance Committee had 
not reported it out when January 
ended. The members have wrestled 
valiantly with intricate schedules 
and hesitated mightily over the pro- 
posal that the country depart from 
its established methods and base 
import rates on “the American 
valuation plan.” 


A 
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HE average man in the Mid- 
dle West may be surprised at 


the facts presented by the 
First National Bank of St. Louis in 
the published results of a study of 
foreign trade as it relates to that 
region. The Middle West is usually 
defined as the area drained by the 
Mississippi River, that is the great 
valley that lies between the Rocky 
Mountains on the west and the Ap- 
palachian Mountains on the east. 
This valley contains approximately 
1,075,000 square miles of territory 
and has a population of almost 60,- 
000,000. It contains twenty-two 
entire states and portions of four 
others. 

The task of stimulating interest 
in foreign trade among the people 
of the United States, and especially 
among those living in that section 
generally termed the Middle West, 
has always been difficult, says the 
writer. The reason for this attitude 
is not hard to determine. There are 
few, if any, surface indications in 
the United States that make for- 
eign trade appear important. This 
is especially true with respect to the 
people who live in the Middle West. 
Nature has endowed this region 
with an abundance of natural re- 
sources, thereby making it prac- 
tically self-sufficient, hence it is 
natural that the popular attitude 
toward foreign trade should be one 
of passive indifference. It is not to 
be expected that the underlying im- 
portance and influences of foreign 
trade should be fully appreciated 
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St. Louis Where Foreign Trade Is Always a Real Item 


Foreign Trade of the Middle West 


under such circumstances. It is for 
this reason that we are presenting 
a few of the outstanding facts, as 
well as some of the indirect influ- 
ences, indicative of the real impor- 
tance of foreign trade to the people 
of the Middle West. 


Exports of Region 


It is probably not generally real- 
ized by the people in this section 
that almost 70 per cent. of the total 
exports of the United States orig- 
inate in this region. During the 
year 1920 exports to other parts of 
the world from the Middle West 
amounted to $5,543,000,000, or on 
a per capita basis, exports amounted 
to almost $100 per person; assum- 
ing an average family of five per- 
sons, this would amount to over 
$500 per household. While this 
fact in itself shows the importance 
of foreign trade to this section, it is 
but one of many factors of equal 
importance. The rather current 
belief that only the seaboard sec- 
tions of the country are vitally in- 
terested in foreign trade is a myth. 

Foreign trade looms vp in impor- 
tance not only in the matter of dol- 
lars and cents and in the physical 
volume of business, but also with 
respect to national development and 
progress. The lesson of history 
shows that the great peoples of the 
past have been the aggressive for- 
eign traders and not those who 
merely strove for a position of self- 
sufficiency. This fact is so clearly 


indicated that it is almost possible 
to make the general deduction that 
peoples who have been dependent 
upon other sections have more often 
reached a position of preeminence 
in the world than those peoples 
who, because they were apparently 
more fortunately endowed by na- 
ture, traded but little with other 
nations. 

If the people of the Middle 
West will but analyze and appreci- 
ate the importance of foreign trade, 
as indicated by those facts that are 
apparent, their interest in it would 
soon change from one of passive 
indifference to one of aggressive 
interest. No people in the world 
have more goods per capita to dis- 
pose of than those living in this 
region. The per capita exports of 
the United States last year were 
about $75, while those from the 
Middle West were $93. This com- 
pares with per capita exports for 
France of $40; Italy, $27; and the 
United Kingdom, including the 
British colonies, of about $82. 

From an agricultural standpoint, 
the Middle West produces an abun- 
dance far beyond its own consum- 
ing power. With but little more 
than 50 per cent. of the population 
of the United States and not more 
than 5 per cent. of the world’s pop- 
ulation, this region produces about 
20 per cent. of the world’s wheat 
and 60 per cent. of the world’s corn. 

In addition to producing these 
two essential food products, this 
section is an important source for 
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The Volume of Foreign Trade Is a Direct Factor in Determining the 


basic materials and a great manu- 
facturing center. Here is produced 
over 30 per cent. of the world’s sup- 
ply of bituminous coal, 37.6 per 
cent. of the world’s iron and steel, 
42 per cent. of the world’s cotton 
and 45 per cent. of the world’s oil. 


A. Barton Hepburn, chairman of 
the Advisory Committee of the 
Chase National Bank, died on 
Wednesday, January 25. 

Mr. Hepburn for years had been 
one of the most prominent figures 
in the financial world. He was 
born at Colton, N. Y., on July 24, 
1846. Starting as an uneducated 
lad from his father’s farm he had 
won his way to the presidency of 
metropolitan banks solely through 
his own efforts. At the outset he 
had to overcome paternal objec- 
tions to education made on the 
ground that education would unfit 
him for farming, but he was de- 
termined and took the course in the 
St. Lawrence Academy. With bor- 
rowed money and by hard work he 
in turn attended Middlebury Col- 
lege and graduated therefrom. 
Later he taught school, studied law, 
was admitted to the bar and in 1916 
bought 30,000 acres of timber land 
at fifty cents an acre and started 
lumbering. 

From 1875 to 1880 Mr. Hepburn 
was a member of the Assembly of 
the State of New York. Then he 


So far as transportation facilities 
are concerned, this region stands 
preeminent. 

It is often assumed that the ex- 
portation of manufactured products 
is a matter of relative unimportance 
so far as the Middle West is con- 


A. Barton Hepburn 


was appointed Superintendent of 


the State Banking Department. 
Later Mr. Hepburn sold out his 
timber business, accepted an ap- 
pointment as a national bank exam- 
iner in New York City and made 
such a distinctive success of his 
work that in 1892 he was appointed 
Comptroller of the Currency of the 
United States. After a year in that 
position Mr. Hepburn accepted the 
presidency of the Third National 
Bank of New York and since that 
time had continued in the banking 
business in New York City. In 
1897 he left the Third National 
and became vice-president of the 
National City Bank. Two years 
later Mr. Hepburn became presi- 
dent of the Chase National Bank. 
He held that position from 1899 un- 
til 1911, when he became chairman 
of the Board of ‘Directors. In 1917 
Mr. Hepburn resigned as chairman 
of the Board of Directors, but con- 
sented to remain as chairman of 
the Advisory Board. He was a 
director in several other banks and 
in important corporations. Mr. 
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Brown Bros. 


Value of His Harvest 


cerned. The facts in the case, how- 
ever, show that at least 44 per cent. 
of the total manufactures of the 
United States are produced in this 
region. This, however, is but a 
fraction of its potential producing 
ability. 


Hepburn, ,a man of many attain- 
ments, was recognized as an econo- 
mist and an author. Among his 
publications were “A History of 
Coinage and Currency” and “A 
History of Currency in the United 
States.” To the enlargement of 
educational work he gave substan- 
tial aid. The JOURNAL OF THE 
AMERICAN BANKERS ASSOCIATION 
last month published an authorized 
list of his public benefactions, then 
totaling $2,925,000, most of which 
was for schools, colleges and li- 
braries. His will contained bequests 
of nearly $3,000,000 and included 
$700,000 additional for educational 
and other public purposes. 

Since its creation in 1906 Mr. 
Hepburn had been chairman of the 
Currency Commission of the Amer- 
ican Bankers Association. 

In’ this position, and in many 
other ways, he exerted a powerful 
beneficient influence on the financial 
policy of the nation. Constructive, 
far-seeing, practical, he was a real 
force in developing the banking sys- 
tem of the country to its present 
state of perfection. 


Put the American Farmer on His Feet 


By THOMAS B. McADAMS 


A Special Message to Bankers from the President of the American Bankers Association 


VERYWHERE one hears the 
E, query, “What is the outlook 
for business?” Never before 
have we faced so many great prob- 
lems clamoring for intelligent solu- 
tion. To America is the world 
looking for far-seeing and construc- 
tive leadership and upon us largely 
depend the conditions which shall 
prevail here and abroad on the Day 
After Tomorrow—the day after we 
shall have passed through the pe- 
riod of readjustment and revitaliza- 
tion and be once more actively 
engaged in producing and consum- 
ing in an orderly, businesslike way. 
Good business then depends upon 
good judgment now. With good 
judgment go individual initiative 
and hard work as the essential ele- 
ments in making 1922 a stepping 
stone to financial stability and in- 
dustrial activity. 

What is our first step? What is 
our most important task at this 
hour? What needs our most care- 
ful— yes prayerful — attention? 
There is a real challenge in the 
answer—agriculture. 

The fundamental wealth of 
America is the productivity of her 
soil. Transportation—manufactur- 
ing — jobbing — banking — mer- 
chandising—labor all take on new 
life when the farmer prospers—all 
suffer when his purchasing power 
is materially curtailed. God in his 
bounty has given us the land and 
the water. We have the man-power 
—we have the machinery—we have 
the gold—shall we put them all ac- 
tively to work that the world may 
be clothed and fed and America’s 
new era of prosperity built upon the 
firm foundation of new wealth 
created? 

A crop that can be made and is 
for any reason not planted or har- 
vested is an opportunity forever lost 
—time and money that can never 
be regained. Rotation of crops is 
agriculturally sound and diversifica- 
tion is desirable, provided for a 
commodity of which there is a great 
surplus supply there be substituted 
something more sorely needed. 

World movements indicate a 
gradual clearing up of the foreign 
financial skies. If the series of in- 


ternational conferences being held 
result in reestablishing the buying 
power of Europe the fall may find 
us facing an active demand for our 
fundamental commodities. It will 
then be too late to plant the neces- 
sary crops. 

Should the foreign situation not 
improve materially then financial 
America must provide the machin- 
ery for carrying the surplus tem- 
porarily and prevent demoralization 
in values. The demand cannot be 
long delayed if the needs of the 
world are to be properly supplied. 
Today crops may be both planted 
and financed on a materially differ- 
ent basis of risk than was incurred 
during the period of high cost of 
production. What shall the banker 
do? 

Help the farmers of his neighbor- 
hood to approach this planting sea- 
son with cheerfulness and a rugged 
determination to succeed. Put new 
hope in their hearts—through con- 
tinued sympathy and cooperation 
assist them over the rough places. 
Many of them are discouraged and 
disconsolate as they review the 
losses of the last two years. They 
must be stimulated to look forward, 
not backward, and the banker must 
help bridge the gulf between the 
disheartening past and the promis- 
ing future. 

They still need the banker’s active 


support—he needs their energy and 
ability to create new wealth if his 
loans to merchant and lawyer, doc- 
tor and school teacher, manufac- 
turer and the farmer himself, are to 
be liquidated. 

As in the immediate past, display 
confidence in those who have shown 
their willingness to work and their 
ability to create—once more assist 
them in financing their needs for 
seed, fertilizer, implements. If we 
are to press forward successfully, 
agriculture must not be allowed to 
become demoralized. 

For forty years the South’s crops 
were financed when the average 
farmer’s only collateral was his 
character and his chattel mortgage. 
This collateral is still available— 
make use of it. His success is na- 
tional prosperity. 

Put the American farmer on his 
feet, not through paternalistic leg- 
islation or specious nostrums—he 
neither wants nor needs charity— 
but through the application of old- 
fashioned common sense American 
banking and business principles. 

Again on his feet, he will stand 
unsupported and as he stands will 
American business be renewed in 
strength and activity and American 
labor find new fields for employ- 
ment. 

Then shall we see the dawn of 
the day after tomorrow. 


Convention Calendar 


DATE ASSOCIATION PLACE 
Feb. 22 | Barre 
March 22-23 Central States........ 

Milwaukee, Wis. 
April 19-20 Louisiana 
April 21-22 Florida ...... Gainesville 
April 27-28 Tennessee ....Knoxville 
May 4-5 Arkansas 
May 8-12 Exec. Council, A. B. A. 
White Sulphur Springs, 
W. Va. 
May 9-10 Mississippi ...Charleston 


May 10-11-12 National Foreign Trade 
COUNEN 
Philadelphia, Pa. 


May 15-20 U.S. Chamber of Com- 
MONE 

Washington, D. C. 

May 16-17 


Excelsior Springs 

May 16-17-18 Maryland ........... 
Atlantic City, N. J. 
May 17-18-19 Texas....... Fort Worth 
May 18-19 Kansas ......... Wichita 
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DATE ASSOCIATION PLACE 
May 18-19-20 Alabama ...Montgomery 


Kansas City 

May 23-24 Oklahoma .......... 
Oklahoma City 
May 24-25-26 Georgia ......... Atlanta 


May 24-25-26 Pennsylvania. Pittsburgh 


May 24-27  California....Del Monte 
May New Jersey.Atlantic City 
June 5-6-7 Davenport 
June 7-8 South Dakota. Aberdeen 
June 9-10 Washington ....Spokane 
June 15-16 North Dakota.....Minot 
June 16-17 Utah..... Salt Lake City 
June 16-17 Virginia 
June 20-21 Minnesota...... St. Paul 
June 22-23 Illinois 
July 17-20 American Institute of 
Portland, Ore. 
Sept. 13-14 Indiana ....Indianapolis 
Oct. 2-6 American Bankers Asso. 


New York City 


| 
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The Heart of Wall Street 


N the course of an address at 
I the annual banquet of the bank- 

ers of the city of New York, 
James R. Sheffield, president of the 
Union League Club said to the 
great audience of financiers: 

You are standard bearers in 

finance. You deal with gigantic 
problems. You are the arbiters of 
business and commerce. You help 
direct great systems of transporta- 
tion and control banks and ex- 
changes throughout the 
country through which 
the products of our 
soil and our mines are 
financed and marketed. 
Through you the se- 
curities of the entire 
world may be bought or 
sold. You control 25 
per cent. of the total 
banking resources of 
the United States and 
the money that comes to 
you flows out to every 
commercial center wher- 
ever and whenever 
needed in every state of 
the Union. 

No cry of distress 
from any corner of the 
land goes unanswered in 
Wall Street. If disas- 
ter by flood or fire or 
earthquake overtakes 
any community, you are 
the first to respond. 

Your faith in the 
country built great rail- 
roads across the conti- 
nent, founded industries 
and reared cities on the 
distant plains. 

Your trust in man 
moves millions of gold 
upon nothing more than 
honor. You kept the 
faith by furnishing the credit 
needed to enable our people to 
finance the war and pay the price of 
victory. 

In peace the bankers of America 
are the builders of a nation’s great- 
ness and in war the bearers of a 
nation’s burdens. And yet with all 
this and far more to your credit 
the name “Wall Street” is consid- 
ered in many sections of our coun- 
try a term of reproach. 

Regardless of who is responsible 


it is not good for America that 
this prejudice prevails. It tends to 
deprive our public service of some 
of our foremost business men. It 
robs the country needing wisdom 
and guidance on the great questions 
of finance and economics, of the 
very leadership most useful. 

No man who loves his country 
would want prejudice to injure it. 
Some way and somehow the people 
must be made to see that you are 


Wall Street Looking East from Nassau 


Americans before you are bankers ; 
that as stockholders in this big 
American enterprise we call gov- 
ernment you intend to vote your 
one share for broad policies and fit 
men, and are willing to even be- 
come directors in the enterprise. 
They must learn that in spite of 
many crooks and skalawags who 
come there, generally from else- 
where than New York, the financial 
district of New York is a place 
where bad and reckless financial 
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practices in corporate management 
is never rewarded and never con- 
doned. 

If that is not so it should be made 
so and you are the only men who 
can make the country believe it. 
The fundamental laws of economics 
are simple but you cannot take it 
for granted that, therefore, the 
people understand them. 

The lonely miner standing beside 
his little cabin on the hillside of 

Arizona waiting for the 
better times when the 
mine will reopen does not 
understand that hishopes 
depend in the last analy- 
sis on capital. But who 
is there to teach him 
that, to make him realize 
that the company that 
owns the mines, the rail- 
roads which transport 
the products, the agency 
that ships and sells ‘it 
abroad, operate because 
you make it possible so 
that behind every stroke 


of his pick and every 


shovel full of earth 
stands the faith and the 
credit, the savings and 
the thrift of a great peo- 
ple to make certain that 
he is paid. How can 
the nation be led to un- 
derstand these things, to 
realize that underlying 
what you do there is 
something finer in what 
you are, to know that 
Wall Street is not what 
they sometimes think, 
merely the home of sel- 
fish wealth, but also the 
dwelling place of truth 

and honor. 
I recall what one New 
York banker did to gain the confi- 
dence and love of not only our peo- 
ple but of every people. When the 
war demanded vast expansion of the 
world’s noblest charity the Presi- 
dent summoned a great New York 
banker to undertake the task. He 
had accepted other responsibilities 
that demanded his time and his tal- 
ent. But he saw a greater duty and 
a higher service. The work of the 
Red Cross under his masterful in- 

(Continued on page 585) 
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Housing of Country’s Largest Bank 


By W. P. G. HARDING 


Governor of the Federal Reserve Board 


Why the Federal Reserve Bank of New York Needs a Big Building. Misleading 
Average Salaries Paid by Large Banks 


Comparisons Used by 


sider the storm of criticism that is 

now being directed against the ad- 

ministration of the Federal Reserve 
system by certain parties who are actuated 
by one motive or another, to observe that 
the very people who were most insistent 
eight years ago that there should not 
be a central bank in this country are 
the ones who are now ctiticising the 
Federal Reserve system because it does 
not function as a central bank. 

Efforts have been made to impress 
upon people in agricultural communities 
the idea that the Federal reserve sys- 
tem is hostile to them and to their in- 
terests. Nothing can possibly be further 
from the fact. 

The railroads have not been prosper- 
ous, and agriculture cannot be prosper- 
ous unless the railroads prosper, just 
as the converse is true—the railroads 
cannot prosper unless agriculture pros- 
pers. Manufacturing cannot prosper 
unless facilities are accorded for the 
economical and speedy transportation 
of goods to enable their distribu- 
tion. We all have common interests. 
Therefore, I say, we should stand out 
against class legislation or policies de- 
signed to favor one particular class as 
against all, but should stand and exert 
our entire influence in favor of a square 
deal for all and for the common good. 

The Federal Reserve Bank of New 
York is not only the largest of the 
twelve Federal reserve banks in the 
country, but it is the largest bank of 
any sort in the country in resources, in 
deposits and in the magnitude of its 
operations. It transacts about one-third 
of the entire volume of business carried 
on by the Federal reserve system. Its 
gold reserves now amount to over 
$1,150,000,000. 


[' is rather amusing, when we con- 


A Year’s Business 


The Federal Reserve Bank of New 
York collects upward of 85,000,000 sep- 
arate checks every year; it handles six 
hundred million notes a year with an ag- 
gregate value of more than two and a 
quarter billion dollars. It transfers for 
the account of its member banks and in 
turn for the business institutions of this 
district and the United States Govern- 
ment about seventeen billion dollars 
over the wires. 

During the difficult year of 1920 the 
discounts and advances made by the 
bank aggregated 180,000 items, in an 
aggregate amount of more than $50,000,- 
000,000. 

There have appeared recently in the 
newspapers and from time to time in 
Washington criticism of the salaries paid 


Address before New York Board of Trade 
and Transportation. 


Critics. 


to the officers of the Federal re- 
serve banks, particularly of the Federal 
Reserve Bank of New York. The size and 
importance of the bank’s operations as 
I have just outlined them would seem 
an effective answer to these criticisms. 
But I think it better to point out some 
facts, which are now matters of rec- 
ord, about these salaries. 

I noticed the other day a criticism 
that was made of me—that of all public 
officers in the United States, that I alone 
enjoyed the luxury and privilege of fix- 
ing my own salary and that I had fixed 
it at $50,000 a year—when all that critic 
had to do was to turn to the Federal 
Réserve Act, Section 10, and see that 
my salary is fixed by the law of Con- 
gress at $1,000 a month. 


Federal Reserve Salaries 


The governor of the Federal Reserve 
Bank of New York, as has been frequent- 
ly stated of late, receives $50,000 a year. 
To its forty officers the New York Re- 
serve Bank pays annual salaries of 
$509,000,an average of $12,745. This aver- 
age salary is less than the average paid 
by at least five other New York banks. 
The proportion of the number of offi- 
cers of the New York Reserve Bank to 
the number of employes is one to eighty, 
whereas the proportion in other large 
New York city banks ranges between 
one to fourteen and one to fifty-seven. 

The New York Reserve Bank is now 
engaged in constructing a new building, 
a project which also has received com- 
ment of late. The need for this building 
is pressing and imperative. At present 
the officers and employes of the Federal 
Reserve Bank of New York are working 
on eight different floors of an office 
building, some of which are widely sep- 
arated. The bank also occupies the old 
Subtreasury building and a newly com- 
pleted annex building constructed for 
ultimate use in storing the bank’s -rec- 
ords, but now accommodating among 
others the 600 employes who had been 
lodged temporarily in the buildings 
which had to be removed to make way 
for the construction of the new bank 
building. 

The scattering of these forces which 
are often called upon to perform work 
that should be closely coordinated with 
other functions of the bank, increases 
the cost of operation and decreases the 
efficiency. Moreover, the overcrowding 
which the use of present quarters in- 
volves, more pronounced than the build- 
ing code of New York permits, works 
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greatly to the disadvantage of the em- 
ployes’ health. In the third place, the 
bank is occupying five different vaults, 
one as far north as Thirty-fourth Street. 
This involves the frequent transfer of 
currency and securities through the 
streets of the city with all the waste 
of time and dangers of loss therein im- 
plied. 

The cost of the building is large, but 
it arises almost entirely from the two 
conditions of size and safety. More- 
over, the estimates of cost were made 
conservatively high, but the contracts 
are so drawn that the bank might have 
the advantage of falling markets.. The 
result is that the figures of actual cost 
now available show a reduction of 23 
per cent. from the estimates, and if 
that rate continues through contracts 
which remain to be let, the final cost 
will be several million dollars less than 
was estimated. I should point out be- 
fore passing from this subject that the 
Federal Reserve Board has never as- 
sumed that it has authority to enter 
into any contract for the erection of 
any kind of building. The directors of 
the several Federal reserve banks, how- 
ever, are specifically empowered under 
the act to make contracts and to do 
all things necessary for the proper con- 
duct of their business. 

I notice further, the critics of the 
Federal reserve bank refer to its $25,- 
000,000 building and to the sums that 
were expended in the construction of 
the Capitol, of the Treasury and of the 
White House, leaving out of considera- 
tion entirely the fact that in their esti- 
mate of the cost of the New York build- 
ing they include the cost of the ground, 
which was $4,800,000 and that they do 
not include in the cost of the public 
buildings with which comparison is 
made the cost or present value of the 
ground which they cover. 


Cost of the Building 


The estimate of the cost of the build- 
ing made last March, as already reported 
by the Federal Reserve Board to Con- 
gress, was $17,990,000. Actual experience 
has shown this to be an outside estimate 
since on the portions of the building the 
cost of which is already established the 
cost has proved to be $1,470,000 less 
than the estimate,- bringing down the 
present estimated cost of the build- 
ing, if no further savings are made, 
to $16,519,000, but if savings are had 
on the same proportion the cost of the 
building will be below $14,000,000. 
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Forests and the Banker 


By CHARLES LATHROP PACK 
President American Forestry Association 


Economic Meaning of the Increasing Area of Denuded Land. Millions 
of Idle Acres Might Be Used. Canadian Restriction Reacts Upon Us 


other class of business men, 

the question of supplying for- 
est products for the future is of the 
utmost importance. Forest prod- 
ucts are the backbone of all indus- 
try and enter into our everyday life. 
The problem of having a steady 
flow of products of the forest com- 
ing to the mill and factory is one of 
the biggest problems before the na- 
tion and therefore of great impor- 
tance to the banker, who holds 
steady the financial helm. The 
question is one reaching from auto 
wheels to cradles; boxes for ship- 
ping Florida oranges to crates for 
shipping eggs from Indiana; the 
paper on which the town news 
prints the business-pulling adver- 
tisements of the local merchants to 
the chairs and tables in every house- 
hold. The banker has to keep his 
watchful eye on the pulse of every 
business, and they all depend upon 
forest products. 

To quicken the pulse, forest’ 
products should be as close to the 
point of consumption as possible. 
When the mill or factory in the 
average town has to close down be- 
cause of the delay in shipping lum- 
ber long distances, the banker is 
first to feel it. The mill wants ex- 
tensions on loans; a few men are 
laid off and they want credit tem- 
porarily at the grocery and the 
storekeeper goes to the banker with 
a request for more time on a loan 
with which he had bought his six 
months’ supply of staple articles. 
All this because the center of the 
lumber industry is fast approaching 
the Pacific coast. That means long 
hauls and high freight rates, which 
are reflected in the high cost of 
everything. The high cost of home 
building is one result of the long- 
haul lumber situation. With this 
everv banker is familiar. 

But how many bankers associate 
this situation with growing trees? 
I venture to say not many. Every 
banker in the United States should 
join in the campaign for a national 
forest policy. There is no subject 


Te the banker, as perhaps no 


in which the bankers are more 
vitally interested or one in which 
they have more at stake today than 
the growing of trees. As to what 
this means to bankers let us take the 
state of New York or the whole of 
New England, which is paying 
$3,000,000 a year in freight bills on 
imported lumber because of the 
thousands of idle acres that are 
comparatively close to her factory 
doors. The lumber cut in the state 
of New York has dropped almost 
60 per cent. since 1910. The state 


Area of Idle Land 


The exhaustion of our timber 
supply is coming about not be- 
cause we use our forests freely, 
but because we have failed to put 
our idle timber-growing land to 
work to keep the supply coming. 
The area of idle land fit for grow- 
ing trees in this country is greater 
than all the forests of France, 
Belgium, Holland, Denmark, Ger- 
many, Switzerland, Spain and 
Portugal. There is a problem 
which concerns every banker. We 
add to these areas from 10,000,000 
to 15,000,000 acres every year. 
In western Oregon and Washing- 
ton alone it is estimated there are 
1,500,000 acres of denuded land 
which but for fire would be pro- 
ducing timber. Any banker whose 
watchword to his clients is thrift 
knows such a situation cannot 
long continue without grave con- 
sequences. 


is paying $66,000,000 for imported 
lumber and $11,000,000 a year for 
state-grown lumber. If that $66,- 
000,000 should be kept in the state 
of New York for the home-grown 
lumber you can see what the effect 
would be. That imported lumber 
travels 4,000 miles by rail before 
getting into your door sill and your 
garage roof. As a result nearly 
1,500 wood-using industries in the 
state of New York have been 
strangled and closed up shop. What 
does that mean to the banker and to 
the average American town where 
that industry is located? 
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If 81,000,000 acres of idle land in 
the central west and east were put 
to work growing trees high freight 
rates on lumber would not be the 
terrifying thing they are to the 
American industries. Of these in- 
dustries there is one that is common 
to each of us, namely, the publishing 
business. 

How forest products affect this 
industry is an example of the way 
it affects every industry. The news- 
paper depends upon paper made 
from wood pulp. There are about 
2,500 daily newspapers in the coun- 
try. Our annual consumption of 
2,000,000 tons of newsprint a year 
means a strip of paper as wide as 
the regulation daily paper and about 
40,000,000 miles long. Just as a 
measure distance, remember that the 
sun is 92,000,000 miles away. It 
would also make a two-foot wide 
ribbon of newspaper around the 
world 1,600 times. 

Editors of the United States 
must take up this question. Al- 
ready more than one-third of our 
pulpwood comes across the Cana- 
dian border, and Canada, profiting 
by our mistakes, is taking steps to 
forbid the cutting of timber at a 
rate more rapid than its growth. 
That means primarily that our an- 
nual importation of Canadian pulp- 
wood has practically reached the 
maximum. 

It is estimated that about 3,000,- 
000 cords of wood per year are 
manufactured into paper for maga- 
zines and newspapers. At ten cords 
per acre, this would mean 300,000 
acres. Supposing that it takes about 
forty to fifty years to grow good 
pulpwood spruce, and allowing for 
possible loss by fire, wind, blight 
or failure of seeding, a tract of 
30,000 square miles with forty suc- 
cessive crops of timber, each crop 
coming to maturity at one year in- 
tervals, would, under proper care 
and management, furnish a perpet- 
ual supply of pulpwood for néws- 
print. This means an area a little 
smaller than the state of Ohio, but 
represents less than one-tenth of 
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of which are now almost entirely 
unproductive. 

There must be, first, a proper na- 
tional forestry law with adequate 
provisions for fire protection and 
of government reforestation on a 
scale large enough to demonstrate 
the economic soundness of the idea ; 
second, every state must adopt thor- 
ough-going forestry principles with 
provisions to protect growing tim- 
ber from exorbitant taxation; and, 
finally, with these laws as a basis, 
the pulp and paper industry, to- 
gether with all other wood-using 
industries, must be made to see that 
in practical reforestation and con- 
servation lies their only salvation. 


Destruction by Fire 


Then the great problem of forest . 


fires enters into the question. They 
annually destroy 2,000,000 feet of 
timber, or material enough to build 
a five-room frame house every 100 
feet on both sides of a road extend- 
ing from New York to Chicago. 
With four people to a house, these 
100,000 or more buildings would 
provide a home for nearly one- 
fourth of our yearly increase in pop- 
ulation—a number sufficient to 
populate a new city each year the 
size of Cincinnati, New Orleans, 
Minneapolis, Kansas City or Seattle. 

More than 160,000 forest fires 
have occurred in the United States 
during the past five years, 80 per 
cent. of which were due to human 
agencies, and, therefore, prevent- 
able. The conflagrations burned 
over 56,488,000 acres—an area 
greater than that included within 


REPRESENTATIVE New York 
members of the American 
Bankers Association met recently in 
the New York Clearing House for 
a discussion of plans for the 1922 
convention. In the absence of 
Francis L. Hine, chairman of the 
New York Clearing House, Seward 
Prosser, president of the Bankers 
Trust Company of New York, 
acted as temporary chairman. W. 
J. Gilpin, manager of the clearing 
house, acted as secretary. 
By resolution Mr. Prosser was 


the area of our cut-over lands, most 


the states of Ohio and Pennsylvania 
—and destroyed $85,700,000 worth 
of timber and property. 


Material for Homes 


If this needless waste were 
stopped and the material thus saved 
put into houses the various business 
interests concerned in building con- 
struction, such as lumber dealers, 
carpenters, masons and_ supply 
houses, would, it is estimated, ben- 
efit to the extent of more than $400,- 
000,000 annually. Bankers and 
real estate dealers would also profit 
through the sale of lands and by 
loans on homes to the extent of an 
additional $300,000,000. What 
would it be worth to the bankers of 
this country to eliminate this terrible 
waste, or even 50 per cent. of it? 

A great service has been done by 
Secretary Hoover in calling the at- 
tention of the country to waste in 
various industries. The greatest 
waste of all is in the millions of 
acres of idle land, and this waste is 
as great a drawback on business as 
idle men. The chief forester of the 
United States, Col. William B. 
Greeley, well points out the exhaus- 
tion of our timber supply is coming 
about not because we use our for- 
ests freely, but because we have 
failed to put our idle timber-grow- 
ing land to work to keep the :up- 
ply coming. The area of idle 
land fit for growing trees in this 
country is greater than all the for- 
ests of France, Belgium, Holland, 
Denmark, Germany, Switzerland, 
Spain and Portugal. There is a 
problem which concerns’ every 
banker. We add to these areas from 


The 1922 Convention of the American Bankers Association 


elected permanent chairman of a 
general committee of New York 
bankers and he was authorized to 
appoint a committee of one hun- 
dred members of the American 
Bankers Association in New York 
to attend to all necessary details 
for the reception of delegates to the 
1922 gathering. 

It was announced that the con- 
vention will be held the first week in 
October rather than the last week 
in September, the actual dates being 
the week of Monday, October 2d 
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10,000,000 to 15,000,000 acres 
every year. In western Oregon and 
Washington alone it is estimated 
there are 1,500,000 acres of de- 
nuded land which but for fire would 
be producing timber. Any banker. 
whose watchword to his clients is 
thrift knows such a situation cannot 
long continue without grave con- 
sequences. We must grow wood, 
we must see that forest lands not 
needed for agriculture are not al- 
lowed to lie idle, but are kept at 
work growing trees. 


Rate of Consumption 


The pull on forest products is 
seen in the fact that manufacturing 
centers are drawing at an enormous 
rate upon our timber supply—from 
two to four times as fast per capita 
as the country at large. The aver- 
age American uses 125 pounds of 
paper a year—made largely from 
wood—and the growing circulation 
of our newspapers and magazines is 
increasing that very generous per 
capita allowance. The average 
home requires 2,000 board feet of 
lumber annually for repairs and im- 
provements. Fruit shipments from 
the Wenatchee, Yakima and Hood 
River valleys alone, for marketing, 
take 25,000,000 boxes of five board 
feet each every year. Railroads re- 
quire 125,000,000 wooden crossties 
annually to maintain their roadbeds 
in fit condition and take care of new 
construction. A continuation of the 
use of wood in industry would be a 
commercial directory of the United 
States. The whole question directly 
affects the prosperity, present and 
future, of the entire country. 


to Saturday 7th. The change in 
date was decided upon to permit 
bankers who will be the hosts of 
the convention to complete certain 
plans for the comfort and enter- 
tainment of their guests. 

The meeting it was hoped will 
be long remembered as one of the 
most interesting in the history of 
the Association. There has been 
only one other convention of the 
American Bankers Association held 
in New York, that one being at 
the Waldorf Astoria in 1904. 
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Harnessing the Bank’s Expenses 


HE decline of discount rates, 

with the resultant shrinkage of 

gross earnings, today forces nearly 

every bank to give serious con- 
sideration to the readjustment of its 
expenses, which during the years of 
war prosperity and the subsequent 
period of high interest rates did not 
prove particularly burdensome, to con- 
form to new conditions. The first at- 
tempt at reduction, however, discloses 
the fact that the expense horse, having 
run wild for several seasons, has become 
fractious and must be rebroken to drive. 
This process requires a_ serviceable 
bridle, strong harness, heavy reins, and 
steady hands. A judicious purchasing 
and a conservative stock department go 
far toward serving as a bridle. The 
most effective harness is a truly infor- 
mative system of recording and classify- 
ing expenses. Centralization of control 
over: purchases and disbursements cre- 
ates reins by which an officer who is 
strong-willed may accomplish worth- 
while results. 


Part I. The Bridle 


As a bank expands, its expenditures 
for purchases deserve a greater degree 
of scrutiny—just the thing expansion 
itself tends to restrict, unless some sys- 
tem of centralization is evolved. De- 
partment heads often develop peculiar 
habits of buying unnecessary things. 
Goods are ordered and “charged to the 
bank,” no record being made until the 
bills come in at the end of the month. 
The larger the institution the more in- 
tolerable are such practices. 

Mammoth city banks have large and 
highly organized purchasing and_ stock 
departments. Most institutions of mod- 
erate size have some form of centraliza- 
tion, however imperfect. But many 
smaller banks have never seriously con- 
sidered the subject at all. To the mam- 
moth institution this discussion will 
afford little of interest or value. To the 
banks with imperfectly organized pur- 
chasing and stock departments it is in- 
tended to present a set of forms and a 
few suggestions. In the case of those 
which have not considered the subject 
it is hoped it will serve the dual purpose 
of calling attention to the advantages of 
the plan and of illustrating methods of 
putting the ideas into operation. 


The Purchasing Department 


The type of purchasing department 
suitable depends, of course, upon the 
size of the bank. The stock depart- 
ment, though physically separated, should 
cooperate very closely with the purchas- 
ing department. Both should be in 
direct charge of an officer. As the two 
departments are so intimately related it 

The First of a Series of Articles on Ex- 


ense Accounting, Distribution, Budgets, and 
epartmental Analysis. 


By DALE GRAHAM 
Mississippi Valley Trust Co., St. Louis 


will be necessary to occasionally jump 
from the discussion of one to the other, 
and back again. 

It ought not be essential to say that 
all printed forms should be assigned 
serial numbers. Letters may also be 
used to advantage to denote the depart- 
ments to which the forms belong. Such 
articles as pencils, pens, blotters, etc., 
cannot, of course, be given form num- 
bers, but accurate descriptive terms may 
be used. 


Ordering the Goods 


We shall begin by assuming that the 
discount department is in need of five 
thousand liability ledger sheets of a new 
type. A requisition (Figure 1) covering 
them, signed by an officer of the de- 
partment, and a drafted specimen of the 


SUPPLY REQUISITION 


PURCHASING DEPARTMENT: 
Please deliver to the 
Department the following supplies: 


Figure 1—Requisition for Supplies 


sheet desired are presented to the pur- 
chasing department. The purchasing 
agent inserts his next serial form num- 
ber in the corner of the specimen and, 
after calling for bids if he thinks it is 
justified, issues an order (Figure 2) to 
a printer to do the work. One of these 
orders is issued for each important pur- 
chase. They are made in triplicate. 
The original goes in this case to the 
printer ; the duplicate is sent to the stock 
clerk, to whom all deliveries are made; 
the triplicate is held by the purchasing 
department in a daily file or tickler to 
insure following up the order if the 
ledger sheets do not arrive within the 
proper time. Each, the original, dupli- 
cate and triplicate, should be of distinc- 
tive color. 

The stock clerk keeps his copy until 
the goods arrive, at which time he 
checks them up as to quality and quan- 
tity and returns the duplicate to the 
purchasing department stamped “Re- 
ceived.” The purchasing agent files it 
alphabetically according to the printer’s 
name in an “Accounts Payable” file, at 
the same time removing the correspond- 
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ing triplicate from the tickler and filing 
it in a binder according to number. 
The “Accounts Payable” file serves three 
purposes: First, to make it possible to 
readily check statements when they come 
in and insure that no payments are made 
for goods which were not received; 
second, to facilitate charging the proper 
department when remittance is made; 
third, to prevent accounts from becom- 
ing of long standing because of failure 
on the part of creditors to render bills. 
(It will occasionally be found desirable 
to issue an order and send it to a mer- 
cantile house by a messenger, who is to 
return with the desired goods. In this 
case the triplicate should immediately be 
filed in the binder and the duplicate 
marked “called for by messenger” and 
placed in the “Accounts Payable” file.) 
Before filing the duplicate and trans- 
ferring the triplicate to the binder, how- 
ever, the purchasing agent fills out a 
stock record card such as illustrated in 
Figures 3 and 3a. On the front (Figure 
3) he fills in the form number, describes 
the form briefly, establishes a limit be- 
low which the stock on hand must not 
fall until a replenishment order is placed, 
and enters the quantity put in the stock 
room. On the back (Figure 3a) he 
writes the name of the printer, the date 
ordered, the number ordered, and the 
price. Cards for printed forms are filed 
according to number; those for miscel- 
laneous supplies arranged alphabetically. 


The Stock Department 


If the bank is large enough to employ 
both a stock clerk and a purchasing 
agent it is advisable to separate the stock 
from the purchasing department, locat- 
ing the former in the basement and the 
latter in a more accessible place. Even 
in the smaller institution it will be 
found more practical to divide the work, 
allowing one person, such as the main- 
tenance man, to spend a part of his 
time handling supplies, and a capable 
clerk to put in part time on purchasing 
and expense bookkeeping. The princi- 
pal reason is the very obvious one that 
a man able to handle the purchasing 
and the expense records would not de- 
light in the stock room work, while a 
person cut out for physically handling 
the stock would most likely be incapable 
of filling the other position. Another 
reason is that with the duties divided 
it is easier to audit either department. 

The stock department should be 
equipped with serviceable cases which 
can be securely locked. Supplies be- 
longing to various departments should 
be held in individual cabinets, or sections 
thereof, subject to withdrawal only by 
the owners. It is best to have stock 
put up in packages of specified sizes, 
depending upon the quantities used. 
Printers and stationery dealers are 
usually glad to conform with the desires 
of their customers in this regard. On 
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the outside of each package of printed 
matter the form number should appear, 
and, if practical, a specimen of the ar- 
ticle itself. To facilitate ready access 
the packages should be arranged on the 
shelves according to sequence of form 
numbers. 

As has been stated, each department 
must buy and keep subject to its call 
all supplies peculiar to its needs. But 
there are other miscellaneous articles 
(such as pencils, pens, blotters, general 
letter heads, envelopes, etc.) which are 
used by all departments. These should 
be paid for and charged to “General 
Stock” on the expense ledger, as will be 
mentioned again a little further on. 
Then, when the various departments 
requisition them out, the goods should 
be paid for at the cost price, the credit 
passing to “General Stock,” the account 
to which the expense was originally 
charged. 


Routine of the Stock Department 


As far as it is possible, certain hours 
should be established for presenting 
requisitions for goods to be delivered 
the same day. The morning hours—say 
until eleven o’clock—are doubtless best. 
The adherence to such a regulation 
should not work a hardship on any de- 
partment, and would allow the stock 
clerk to adopt a systematic routine. 

The same requisition (Figure 1) is 
used for ordering supplies from stock. 
It is sent, of course, to the stock clerk 
instead of to the purchasing department. 
The stock clerk should exercise extreme 
care that no goods leave his possession 
except by a properly signed requisition, 
as his stock should balance just as a 
teller’s cash balances. Indeed, as stock 
represents money, one is nearly as im- 
portant as the other. As the orders are 
filled he should check off the individual 
items on the requisitions. Supplies fur- 
nished from “General Stock” should be 
so indicated in order that proper assess- 
ment may be made against the depart- 
ments at the end, of the month. The 
requisitions themselves should be hung 
on a spindle and turned over to the pur- 
chasing department at intervals. 


Auditing the Stock Department 


As the requisitions are handed to the 
purchasing agent he should post each 


withdrawal in the “delivered” column 
of the stock card (Figure 3) and carry 
forward the balance remaining on hand. 
When the supply of any article falls to 
the low limit he should immediately 
place a renewal order. The information 
on the back of the card (Figure 3a) will 
be helpful in this connection. Period- 
ically the auditing department should 
take these cards to the stock room and 
check them against the actual goods on 
hand. In this manner it is possible to 
determine whether the stock clerk is 
diligent in the performance of his duties. 

Except for the audit, the stock clerk 
might post the cards himself. That is, 
he could keep the records on the front 
of the card; a separate card should be 
used for the other information (Figure 
3a). But if an audit is desired the sys- 


tem is inadequate; the auditors could 
not be expected to examine every requi- 
sition and check up the posting, nor 
should they be obliged to take the stock 
clerk’s word for everything. The 
method of having authorizations verified 
and withdrawals of stock posted by an- 
other department provides a satisfactory 
check. 

It should not be expected that the 
stock and cards always be in exact 
agreement. Operating a stock room 
with that end in view would be a waste 
of time. If a small difference occurs 
there is no cause for worry; most likely 
it is a result of failure to post with- 
drawals. But a control is highly de- 
sirable as a preventive of carelessness 
and as an effective check against whole- 
sale loss or theft, as well as an indi- 
cator of the rapidity of consumption of 
various supplies, which information has 
a direct bearing upon the quantities or- 
dered at given times, and, consequently, 
upon the price. 


Paying for the Goods 


Figure 4 is a purchasing department 
expense voucher and check, made in 
duplicate. It is signed by the purchas- 
ing agent and an officer of the banking 
department, and registered through the 
exchange teller’s books. In every 
respect it is the equivalent of a cashier’s 
check. When it is issued general book 
accounts “Current Expenses” and “Pur- 
chasing Department Checks Outstand- 
ing” are respectively debited and cred- 
ited. The credit remains on the latter 
account until the check is paid. The 
recipient tears off the lower half, so, 
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as negotiated, the check is not objection- 
able to handle. 

Most checks for goods purchased are 
issued about the first of the month, when 
statements are received. At the time 
remittances are made the duplicates of 
the original orders (Figure 2) should 
be withdrawn from the “Accounts Pay- 
able” file, attached to the duplicates of 
the respective vouchers, and placed, to- 
gether with any related papers, in a 
permanent alphabetical file, each accord- 
ing to the name of the payee of the 
check. 


Saving Money on Purchases 


It may seem that, in order to make 
way for a mass of detail, the most im- 
portant thing—how to save money on 
purchases—has been shoved aside. The 
reason is that, notwithstanding the im- 
portance of this phase, little can be said 
about it. With the machinery of the 
purchasing and stock departments once 
established, the man selected by the bank 
to handle purchases must learn slowly, 
his own experience aided by that of his 
friends, where and how he can buy 
most economically of various goods. 
Ordinarily it is advisable to call for bids 
on large orders of printing and go “bar- 
gain hunting” before buying items of 
importance. The institution’s customers 
should always be kept in mind and 
favored when consistently possible. Oc- 
casionally it will even be found neces- 
sary to sacrifice price to deal with a 
good depositor. 

As was stated in the beginning, the 
purchasing and stock departments rep- 
resent only a part of the bridle—pos- 
sibly about two straps. Economies of 


PURCHASING DEPARTMENT 


January 5, 492 2 


Please deliver to us, with Invoices and Dray Tickets: 


5000 printed ledger sheets as per attached specimen; 


Submit proofs to Mr. Conners, Discount Department 


Purchasing Agent 


PRESENT ALL BILLS TO THIS DEPARTMENT. PLACE THE NUMBER OF THIS ORDER ON EACH 
INVOICE, DRAY TICKET AND PACKAGE. ALL GOODS MUST BE DELIVERED AT ALLEY DOOR. 


Figure 2—Purchasing Department Order 


| 
| 
i 
i 
4 Show This Number on Your Invoice, Order No. _ 1267 
To Lee Printing Co. 
_..£08 Third Street, City 
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Description of Article 


Date | Ree’ d Delv a| 


8/17/20 | 5000 | 
8/18/20 
9/25/20 
12/ 5/20 
2/ 6/21 
5/17/21 
5/30/21 
7/25/21 
10/ 5/21 
12/25/21 
1/20/22 | 5000 


5000 
4000 
3500 
2700 
1200 

600 
5600 
3600 
2600 

600 
5600 


2000 
1000 
2000 


On Hand | Rec'd 


Liability Ledger Sheets 


On Hand 


Delv'd 


Figure 3—Front of Stock Card 


From whom purchased 


Date Quantity | 


Brown Printing Co. 


Jones & Co. 


8/10/20 


5/18/21 


5000 
5000 


Lee Printing Co. 


5/22| 5000 | 53. 


Figure 3—Back of Stock Card 


all sorts—elimination of unnecessary 
operations, reduction of surplus forces, 
weeding out of personnel, installation of 
labor-saving devices—in all parts of the 
bank are equally important in holding 
the expense horse in check. But as it 
is manifestly impossible to enter into a 
discussion of these matters we shall 
pass to the subject of expense account- 
ing. 


Part II. The Harness 


The chief value of expense accounting 
lies in the opportunity for comparison 
which it affords. The fact that a certain 
unit’s expenses last month totaled a cer- 
tain amount furnishes no information 
of special worth; but when compared 
with the amount of the same unit’s ex- 
penses one, two, three months, or a 
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year ago, the figures assume an n- 
portant significance. 

Profitable comparison can be made 
only by localizing, that is by dep: rt- 
mentalizing and classifying, experi-cs. 
It is important to know not only wh:re 
increases occur, but what for and wi'y. 
It is with this end in view that the p'an 
herein outlined involves complete « 
tralization of expense disbursements 
and the concentration of all expeise 
records in one classified ledger. In ‘he 
average institution the disbursing and 
bookkeeping operations may be handied 
in conjunction with the purchasing 
department’s work. The _ purchasing 
department voucher—it could be called 
simply an expense check—may be used 
for payment of all expenses. 

The purchasing department should 
make all disbursements, but never with- 
out authority in each case from the 
department whose account is to be 
charged. Payment for ordered 
by requisition is impliedly authorized. 
Salaries are usually paid for the whole 
institution by one pay roll officer, who 
should furnish the be ures for respective 
departments and receive from the pur- 
chasing agent a check for the full 
amount, which he can use to obtain the 
necessary cash or to credit the pay roll 
account. Various other disbursements 
may be authorized by a simple printed 
slip, uniform in size with debit and credit 
slips and containing an order such as 
the following: 


Purchasing Department: Date 


Dollars 


It is not necessary to issue a check 
for every expense item. The above 
slips may, be cashed by any teller (when 
the payee’s indorsement is not essential) 
and charged to the head paying teller, 
who can hold them until they accumu- 
late and then request a check from the 
purchasing department. One check may 
cover a number of items, but the details 
should invariably be entered on the 
voucher. 


The Expense Ledger 


As expense items grow in number 
the general ledger becomes inadequate 
as a detailed record. Departmental divi- 
sions and classifications are almost im- 
possible except by the use of some form 
of subsidiary ledger. The controlling 
account must, of course, appear on the 
general books, but there is no logical 
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Form Limit... 

| 
| 
| 
1000 | | | 
500 | | | 
800 | 
1500 | | 
600 | | | 
| | | 
| 
00 
Figure 
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objection to having all details. appear 
in another place. 

Figure 5 shows the headings of a 
loose-leaf multi-column expense ledger 
sheet. The back of each right-hand 
page forms the left-hand page of the 
succeeding account. Accounts are opened 
each month for all of the principal de- 
partments and such integral units as it 
may be desired to check up. Our book, 
then, might contain the following pages: 
A. Country Bank Department. 

Credit and Discount Departments. 
Savings Department. 

Bookkeeping, Tellers, and Clerical. 
General. 

. Auditing Department. 

Publicity, New Business, Public Ser- 
vice, etc. 
Purchasing and Stock Departments. 
C. Bond Department. 
Safe Deposit Department. 
Trust Department. 
D. General Stock Account. 

The units of group A, it will be noted, 
are a part of the banking department. 
The entire total is chargeable to bank- 
ing department expense, but the division 
is made for informative purposes. 
Group B consists of divisions which are 
contributory to the operation and devel- 
opment of the principal revenue- -produc- 
ing departments but have no earnings 
of their own. Their cost properly should 
be borne proportionately by the depart- 
ments benefited, but the subject of pro- 
rating is one which necessarily will be 
reserved for consideration in the second 
article of this series. At this time we 
shall be content to allow the banking 
department to bear the entire burden. 
Group C represents the remainder of the 
revenue-producing departments. In 
some institutions there may be more, in 
others fewer, of these. The “General 
Stock” account (C) has been previously 
explained. 


Closing the Expense Book 


During the month entries in the ex- 
pense ledger are made from the dupli- 
cates of the purchasing department 
voucher checks. Before the books are 
closed, adjustments should be made for 
supplies used from general stock. This 
operation consists of marking the cost 
prices on the requisitions filled from 
such stock and recapitulating the totals 
for the various departments and units. 
The totals should be entered in the sta- 
tionery column of each department’s 
or unit’s account and the grand total 
credited 
“General Stock” account. 

The various columns of the expense 
ledger pages may now be totaled by a 
comptometer or adding-machine opera- 


in the same column of the, 


AY TO THE 


INDORSEMENT OF THIS CHECK ACKNOWLEDGES RE- 


CEIPT OF REMITTANCE ADVICE ATTACHED AND IS A 
RECEIPT IN FULL FOR ALL ITEMS MENTIONED TMEREON. 


= PURCHASING DEPARTMENT No. 


ORDER OF TWENTY TWO DOLLARS FORTY CENTS 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


16332 


ST. LOUIS, MO., Jan. 20, 1922 


$22.40 


| COL 


PURCHASING AGENT 


ASSISTANT SECRETARY 


TEAR OFF THIS REMITTANCE ADVICE BEFORE DEPOSITING CHECK. 
NO RECEIPT IS DESIRED. 


1 Swivel Chair, 
Nov. 4 (Our #7069) 


as per your invoice of 


22.40 


REMITTANCE ADVICE 


Figure 4—Purchasing Department Voucher Check 


tor. With proper allowance for the gen- 
eral stock entries the departmental totals 
collectively should agree with the bal- 
ance of the general account “Current 
Expenses.” 

If it is the practice to credit depart- 
mental earnings to general accounts 
daily and transfer the net balances (ex- 
penses deducted) to “Profit and Loss” 
at the end of the month, the following 
entries would be in order: 


Debit—“Banking Department Ex- 
pense,” a general-book account for 
the totals of group A and group B 
expenses. 

Debit—The respective current 
earnings accounts of the group C 
departments for their expenses. 

Debit or Credit—“General Stock 
Expenses,” a general-book account, 
for the debit or credit balance of the 
“General Stock” account on the ex- 
pense ledger. 


Credit—“Current Expenses,” gen- 


eral account, for the entire debit 


balance. 


The banking department usually has 
a number of earnings accounts on the 
general ledger; the group C departments 
ordinarily have one each. For this rea- 
son it is probably best to set up a 
“Banking Department Expense” account 
and debit “Profit and Loss” with the 
balance at the same time that account 
is being credited with the balances in 
the earnings accounts. In the case of 
the other departments (Group C) there 
is no objection to charging the total 
of expenses against the earnings ac- 
count and transferring the remaining 
balance to “Profit and Loss.” If earn- 
ings are credited into “Profit and Loss” 
quarterly the same methods might be 
followed, or, if desired, expenses could 
be charged to individual expense ac- 
counts for the various departments of 
group C instead of to current earnings. 

(Concluded on page 584 
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What Bank Statements Mean 


Suggestions for Speakers by the Committee on Public Education 


HE primary privilege of banking 
is to incur indebtedness in the 
form of deposits and the primary 


obligation of banking is to be 
ready to pay such indebtedness when de- 
manded or due. Preparedness to pay de- 
positors at all times and under all circum- 
stances! is the consideration paramount. 
The financial condition of banks is a mat- 
ter of public concern and bank organiza- 
tion and operation have consequently been 
put by law under governmental super- 
vision. National banks are obliged to 
make periodical reports of their condi- 
tion to the United States Government. 
State-chartered banking institutions are 


obliged to make similar reports to the ° 


banking departments of their respective 
states. Such reports contain itemized 
statements of what each reporting bank 
owns and what it owes. What the bank 
owns is termed “resources”; what the 
bank owes is termed “liabilities.” State- 
ments made by banks to national and 
state authorities are itemized in detail, 
but what the public wants to know is 
simply (1) the bank’s indebtedness to 
its depositors, which is primary; (2) 
the bank’s indebtedness to its stockhold- 
ers, which is secondary; and (3) the 
bank’s ability to pay such obligations. 
Following is a condensed statement of 
a typical bank of medium size that is a 
member of the Federal reserve system. 


Simplified Bank Statement 


RESOURCES 
What the bank owns 


CASH ON HAND AND DUE 
FROM BANKS $432,462.69 

Every bank must first consider its in- 
debtedness to its depositors and so arrange 
it assets as to be able to pay the claims of 
depositors when due. Banks must there- 
fore keep in their own vaults a sufficient 
amount of actual money to meet immediate 
demands. Such money is termed “Cash on 
Hand.” Banks are also required by law to 
keep on deposit in other banks, subject to 
check, an amount of money equal to a 
certain percentage of their deposits. Such 
deposits in banks are termed “legal re- 
serves.” National banks and other mem- 
bers of the Federal reserve system keep 
such deposits in the Federal reserve banks 
of their respective districts. Banks that 
are not members of the Federal reserve 
system are required to keep their reserves 
in_ their own vaults and partly in 
anks officially designated as legal de- 
positories. Such reserve deposits appear 
on the bank statement as “Due from 
Banks,” and may exceed the amount re- 
quired for reserve purposes, but should 
never be less than reserve requirements. 
“Due from Banks” also includes items sent 
to banks in other cities for collection and 
remittance. 

LOANS AND DISCOUNTS $1,562,339.29 

The principal source of income of any 
bank is interest on its loans and discounts. 
“Loans” may be payable either on demand 
or on time, and are usually secured by the 
pion e of collateral consisting of stocks, 
onds, warehouse receipts, bills of lading, 
or other tangible property. The word “‘dis- 
counts” is usually applied to promissory 
notes, indorsed or unindorsed, where the 
amount of interest is deducted in advance, 
Loans and discounts of the type described 
may be readily converted into cash; under 
the Federal Reserve Act they are eligible 
for rediscount. 
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U. S. BONDS TO SECURE CIRCU- 
LATION $25,000.00 

This item cqonees only in the statements 
of national banks and Federal reserve 
banks. It represents bonds owned by the 
bank deposited with the Treasurer of the 
ong tates as security for bank notes 
issued. 


REDEMPTION FUND $1,250.00 
National banks are required to keep on 
deposit with the Treasurer of the United 
States an amount equal to 5 per cent. of 
the bank’s outstanding circulation. This 
fund, together with the macy item, 
United States Bonds to Goons ircula- 
tion, are held by the Treasurer of the 
United States to protect the government in 
its guaranty of the bank’s notes outstand- 
ing. 
BONDS AND. OTHER SECURI- 
The term “Bonds” in a bank statement 
refers particularly to the bonds of the 
United States government, states and 
cities, and railroad and industrial corpora- 
tions. Among such investments are bonds 
listed on stock exchanges, that are readily 
marketable. Any bank can obtain ready 
money by selling some of its bonds and 
thus meet any comgernes demands on the 
part of depositors. In view of the market- 
ability of such bonds they are often 
termed the bank’s “secondary reserve.” 
The term “Other Securities” is applied to 
mortgages, long time notes, judgments 
stocks that have been taken in payment of 
debts, and other items that cannot be 
classified under the head of “Loans and 
Discounts.” 


BANKING HOUSE 35,000.00 
articular kind of building that any 
should have depends upon circum- 
stances. In the condensed statement un- 
der consideration “Furniture and Fix- 
tures” are included as apurtenances of the 
bank building. _Many banks, however, 
. make a separate item of furniture and fix- 
tures. In any case, however, bank prem- 
ises should be included in resources at a 
low valuation, as they might not be salable. 


FEDERAL RESERVE 
$9,000.00 
es that 


trict. Only half of the investment thus 
provided, however, has thus far been re- 
quired from member banks. 


TOTAL RESOURCES $2,725,627.06 


LIABILITIES 
What the bank owes 


CAPITAL STOCK $200,000.00 

“Capital” is classified as a liability since 
it constitutes a sum to be paid back to the 
stockholders; in whole and with a profit if 
the bank is successful; in part, perhaps, if 
the bank is unsuccessful. The National 
Bank Act and the laws of the different 
states of the Union further provide that 
bank stockholders shall be liable for their 
bank’s debts not only in the amount al- 
ready invested, but to an additional amount 
equal to the par value of the stock held. 
In other words, in the condensed statement 
under consideration, if the resources of the 
bank, in case of liquidation, should not be 
sufficient to pay the liabilities, each holder 
would have to contribute an amount equal 
to the par value of his stock. 


SURPLUS FUND $100,000.00 

The “Surplus Fund” of a bank is not 
technically a part of its capital, but prac- 
tically there is not much difference between 
capital and surplus. Surplus, however, 
has a_different legal status from capital. 
The National Bank Act provides that the 
directors of any association “may semi- 
annually declare a dividend of so much of 
the net profits of the association as they 
shall judge expedient; but each association 
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shall, before the declaration of a dividend 
carry one-tenth part of its net profits of 
the preceding half year to its surplus fund 
until the same shall amount to 20 per cent. 
of its capital stock.” Many banks do not 
wait for the slow. process of accumulating 
surplus, but when they start business the 
stockholders contribute a paid-up surplus. 
UNDIVIDED PROFITS $48,015.91 
“Undivided profits” represent earnings of 
capital stock and surplus that have not as 
yet been credited to the surplus fund. 
DEMAND AND TIME DE- 
POSITS $2,200,654.80 


Deposits constitute the food on which 
banks live and thrive, and are primary 
obligations. They are classified as ‘‘de- 
mand deposits’ and “time deposits.” De- 
mand deposits consist of (1) money and 
currency, (2) checks on the same bank, 
(3) checks on other banks in the same 
town, (4) checks on out-of-town banks 
credited as cash, (5) proceeds realized 
from discounts, (6) returns from checks 
and other instruments accepted for collec- 
tion. Money and representatives of money 
deposited in a bank thereby become the 
absolute property of the bank. Depositors 
have simply the right to withdraw an equal 
amount of money. Time deposits include 
such certificates of deposit as are not pay- 
able on demand, but are payable at a fixed 
date more than thirty days in the future, 
and also savings accounts and others on 
which thirty days or more advance notice 
may be demanded by the 
ank. 
REDISCOUNTS AND MONEY 
BORROWED $150,000.00 
In times of business activity banks often 
borrow from other banks to accommodate 
their own borrowers. This may be done 
(1) by rediscounting the promissory notes 
of customers with the Federal reserve bank 
or some other bank, or (2) by the issuance 
of the bank’s own obligations usually se- 
cured by a deposit of collateral. When a 
bank thus obtains money or credit from 
some other bank it becomes a_ borrower 
similar to its own borrowers. The method 
of rediscount provided by the Federal re- 
serve system has done much to enlarge 
credit and thus extend business on a basis 
safe and sound. 
RESERVES FOR TAXES, DIVI- 
DENDS AND INTEREST....$1,956.35 
It is the custom among banks to antici- 
pate the payment of taxes, dividends and 
interest by setting aside amounts sufficient 
to meet such obligations. In this manner 
indebtedness accruing but not yet due is 
properly shown as a deduction from the 
total amount of resources. 
CIRCULATION $25,000.00 
This item applies only to national barks 
and Federal reserve banks that issue Fed- 
eral reserve bank notes, and covers the 
circulation outstanding, any part of which 
must be redeemed upon presentation at the 
individual banks of issue or through the 
Treasurer of the United States. 
TOTAL LIABILITIES $2,725,627.06 


Character and Confidence 


Banks are primarily dealers in credits. 
Knowledge of credits, therefore, is the 
knowledge most essential to the success- 
ful banker. In making loans, which is an 
important feature of any bank, there are 
errors of omission as well as errors of 
commission. The banker who declines 
a good loan through ignorance of the 
financial condition of the applicant, 
makes a mistake. Such a mistake, is of 
course, not so serious as the making of 
a poor loan, but it is nevertheless a mis- 
take involving actual loss of money, and 
too many such mistakes injure the busi- 
ness of any bank. 


STOCK IN 
BANK. 
The Fede 
member banks may be called upon to invest 
an amount equal to 6 per cent. of their 
own capital and surplus in the capital stock 
= 


To Reduce the Farmer’s Overhead 


By CHARLES H. MacDOWELL 


Maintain and Increase the Fertility of the Soil—Farm Prosperity and 
General Prosperity Go Hand in Hand. 


such as the United States, 

where land ownership is the 
stabilizing influence in our civiliza- 
tion, every effort should.be made 
to enable the farmers to secure 
credit and to use money in order 
that the people as a whole can get 
the greatest returns from the land. 
If it is to the land that we must 
look for our future wealth, then it 
would seem natural that more and 
more attention must be given to the 
development of the land, in order 
that we may get larger and larger 
returns from it. It is therefore 
necessary for a bank, as one of the 
conditions of its farm loans, to in- 
sist that farmers shall give primary 
consideration to soil fertility and 
crop yields, 


I: a great agricultural country 


As Security 


From the standpoint of the bank 
and the money lender there is no 
security quite so safe as agricul- 
tural values. The banks are always 
prosperous in a prosperous agricul- 
tural community, and it is unusual 
to find them so in communities of 
agricultural adversity and depres- 
sion. If the farmers prosper the 
banks prosper, and if the farmers 
suffer the banks suffer. This is pe- 
culiarly so of country banks. The 
basis of our prosperity is the 
farming communities. When they 
prosper, the nation, from an organ- 
ization standpoint, is in a healthy 
condition. 

To show some relations between 
country and city banks, we use the 
following illustrations: The city 
banks secure their revenue from 
financiers, manufacturers and rural 
banks. In the class of financiers 
may come merchants, dealers in 
stocks and bonds, and dealers ‘in 
grains and live stock. In the class 
of manufacturers may come food 
manufacturers, clothing and feed 
manufacturers, fertilizer manufac- 
turers and makers of luxuries that 
no civilized peoples are willing to 
do without. We will easily observe 
that all of these classes of patrons 


Yield 


are dependent on the farm for their 
raw materials, and they are all in a 
healthy condition when the farmers 
can with safety to themselves and 
to the banks borrow money to ex- 
pand agricultural activities. This 
may be for the purpose of purchas- 
ing more and better live stock, fer- 
tilizers with which to improve the 
soils and to increase the farm yields, 
improved farm machinery, and 
everything to reduce the unit cost 
to produce. 

From the farmer’s viewpoint, he 
is losing ground when he has to 
borrow money to keep from going 
into bankruptcy, rather than to ex- 
pand his activities as suggested 
above. If he is a good business 
man he is always a good customer 
for the country bank and a good 
contributor to the city bank through 
the grain and live-stock dealer; 
through the manufacturer of 
clothes, foods, feedstuffs, fertilizers, 
ornaments and luxuries; and also 
through the country banks to which 
he is ever contributing his share 
of the interest on borrowed money. 
He takes a few dollars out of the 
bank, and to these adds more dol- 
lars of productive wealth, and 
shares this new production with the 
local banker. The local banker in 
turn shares it with the city bank, 
and everybody has been benefited. 


Distinctive Advantage 


But it should be kept in mind that 
reducing the cost to grow crops 
makes for an advantage that can- 
not be met in any other way, and 
whatever goes into this reduction of 
cost helps to stabilize all the insti- 
tutions that are in the remotest way 
related to the farm. The bankers 
should therefore be interested in 
methods of reducing the farmer’s 
unit production costs. They should 
have as a part of their program 
some méthod of reaching our agri- 
culture and showing the farmer 
how to secure money for the ex- 
pansion of his business, all of which 
helps the bank as well as the farmer. 

One of the first things and most 
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per Acre Abroad 


important things is to stimulate 
land ownership. Nothing seems to 
stimulate farmers, as well as other 
people, like the acquirement of 
property. The man who owns 
property is generally a better risk 
than the one who does not own 
property. He is also more certain 
to remain in the community and be 
a constant patron of the bank. The 
safety of banks and all other insti- 
tutions depends upon the property 
owners, and it is the duty and 
should be the pleasure of those 
with a little longer vision to point 
out the way to a more universal 
ownership of farm property. 


Constant Returns 


It is with these thoughts in mind 
that we now approach the relation 
of the fertilizer industry to the re- 
duction of cost to grow crops. If 
a man owns land the first thing he 
needs to do is to learn how to make 
use of it; how to operate it so that 
he can have a constant income from 
it. Farm lands must produce crops 
if they are made to pay, and in the 
production of crops every consid- 
eration must be given to fertility 
problems. What a farmer needs is 
constant returns and not diminish- 
ing returns from his land. If bank- 
ers should have smaller and smaller 
returns from their institutions as 
the years go by they would soon 
abandon the banking business and 
seek better fields of investment. 
Should a banker not feel as keen in- 
terest in the source of his income 
as he does the income itself? This 
he must do, if he is instrumental in 
making the income permanent and 
secure. 

It is always more costly to do ex- 
tensive rather than intensive farm- 
ing. Of this every farmer is aware, 
whichever method he may practice. 
It is practically every farmer’s am- 
bition to be an intensive farmer, 
especially if he owns his land. 
Large banks may prosper with a 
very low rate of interest, but smaller 
banks must have higher rates and 
more rapid turnovers, or they go 
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out of business. So it is with the 
farmer. He is usually a_ small 
holder and must make every acre 
count, or he soon goes on the rocks. 
He has an advantage over his com- 
petitor farmers in proportion to his 
ability to reduce the cost per unit to 
produce. 


Fights a Losing Battle 


The farmer who neglects his 
acres makes only low yields and 
fights a losing battle when com- 
pared with his more progressive 
neighbor who gets twice the yield 
per acre on the same kind of land. 
The one has a handicap to start 
with that he is never able to over- 
come. He does not find it possible 
to meet his obligations. He falls 
down on the principal and in many 
cases is not able to pay the interest 
on the money with which he has 
been operating his acres. He has 
borrowed money from his local 
bank to furnish supplies for his 
farm and comes to the end of the 
year in poorer condition than when 
he started out at the beginning. Is 
it a wonder that one type of these 
has been a good investment for the 
bank, while the other has been a 
losing proposition ? 

The yield per acre is generally in- 
dicative of a farmer’s success or 
failure, and every effort should be 
made to reduce overhead expense 
by increasing the yield. Low yields 
are the result of poorly fed and 
scrub plants, just as poor results 
come from poorly fed scrub live 
stock. Only by good breeding and 
feeding can we transform a losing 
into a winning herd. So it is with 
crops. We bring the yield up by 
good breeding and good feeding. 
It would be inconsistent with the 
processes of nature to select the best 
plants and then starve them so that 
we get nothing for the improved 
strain. The proper plant feeding 
tells a wonderful tale in the culti- 
vated acres of the farm and in the 
pasture lots. A plant is fat or 
thrifty only in proportion to the 
actual amount of food it gets. This 
is one of the fundamental laws of 
nature, and no amount of specula- 
tion in the laws of farm economy 
can set it aside. 

On this basis of plant nutrition 
the fertilizer industry has been 
built up, and its success has been 
the result of a recognition of a defi- 
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nite service to agriculture. After 
all has been done and said, it is the 
margins of profit that give the 
farmer hope, that keep him inter- 
ested in his work. He may be a 
benefactor to the human race, but 
it is not the spirit of beneficence 
that keeps him on the job. It is 
the profits he gets out of his indus- 
try, and the fertilizer industry has 
helped him to make larger profits, 
and this one fact is sufficient to 
justify the industry regardless of 
the consideration for more food, 
clothing and shelter. It is also true 
that a bank will prosper in propor- 
tion to the actual service it renders 
to the community in which it is 
located. 

In the fertilizer industry, which 
is little more than a half century 
old, we have all evidence of definite 


Make the Land Pay 


Belgium uses 243 pounds of 
fertilizer per acre on the culti- 
vated area and secures a return 
of 37 bushels of wheat per acre. 
Germany applies 149 pounds and 
gets 30 bushels of wheat. The 
Netherlands uses 111 pounds and 
gets 32 bushels of wheat. The 
United States uses 31 pounds and 
gets 16 bushels of wheat per acre. 


returns from the application of fer- 
tilizer materials to farm crops. Un- 
der average conditions, fertilizing a 
given crop means increasing the 
yield per acre and greater profit to 
the farmer. Unless the increased 
yield can be secured without a pro- 
portionate increase in cost, nothing 
would be gained. Considering the 
yields per acre in relation to the use 
of fertilizer materials, the records 
are clear and complete. In the II- 
linois Experiment Station Circular 
No. 142, published in March, 1910, 
an account is given of the relative 
value of fertilizers in increasing the 
yields and the development of mod- 
ern agriculture. In France the in- 
crease in the yield of agricultural 
crops within the past forty years is 
attributed to the following sources: 
Manures and fertilizers, 50 per 
cent.; preparation and tillage, 30 
per cent.; seed selection, etc., 15 to 
20 per cent. These estimates were 
based on the continuous use of fer- 
tilizers on good, strong, loamy soils. 
On the lighter loamy soils, such as 
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we have in many parts of the 
United States, the following pro- 
portions are given im the order 
mentioned: Manures and fertili- 
zers, 7O per cent.; preparation and 
tillage, 15 to 20 per cent.; seed se- 
lection, etc., 5 to 10 per cent. 


England’s Policy 


Director Hall of the Rothamsted 
Experiment Station, England, says 
that the one great factor in im- 
proved agriculture in England is 
the introduction of manufactured 
fertilizers. From this he goes on 
to discuss the farsighted policy of 
England in introducing concen- 
trated cattle feeds from foreign 
countries, which eventually reach 
the English farm lands in the form 
of manures. 

The report from Germany says 
that artificial fertilizers take front 
rank in increasing the acre yields. 
Von Liebig, the German scientist, 
about the year 1850 discovered the 
close relations of chemistry and 
agriculture, and since that time Ger- 
many has led the world in intensive 
agriculture through increased use 
of fertilizers. Von Liebig showed 
that “the yield depends on the sum 
of the active elements available in 
the soil, in relation to the amount 
which the plant may altogether ab- 
sorb during the period of vegeta- 
tion. A deficiency diminishes the 
crop. The excess comes into play 
in the succeeding period of vegeta- 
tion.” The German farmers have 
acted on this principle and, as will 
be shown in a later paragraph, they 
have been fully rewarded for this 
faith in agricultural science. 

The countries that use the most 
fertilizers per acre have the largest 
crop yields per acre. This is con- 
sistently so except in restricted 
areas where fertile soils have been 
in cultivation only a short time. It 
is always so when countries are con- 
sidered as a whole. Belgium uses 
243 pounds of fertilizer per acre on 
the cultivated area of the kingdom 
and secures a return of thirty-seven 
bushels of wheat per acre. Ger- 
many applies 149 pounds and gets 
thirty bushels of wheat. The Neth- 
erlands uses 111 pounds and gets 
thirty-two bushels of wheat. The 
United States thirty-one 
pounds and gets sixteen bushels of 
wheat per acre. If the yield in the 
Netherlands is out of proportion to 
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the amount of fertilizers used when 
compared with Belgium and Ger- 
many, it must be kept in mind that 
the Netherlands is a great dairy 
country and imports large amounts 
of concentrated feedstuffs, such as 
cottonseed meal, which finally reach 
her farms in the form of animal 
manures. It will be recalled that 
the soils of the United States 
planted to wheat. are naturally as 
fertile as the wheat sections of Eu- 
rope, but the rainfall is not scattered 
over the growing period of the 
crops quite as uniformly. In the 
United States the yields of wheat 
have been uniformly increased by 
the use of fertilizers in sections 
where fertilizers have come into 
general use by farmers. 

It now remains to show if these 
increased yields have been secured 
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without a corresponding increase in 
the cost. On this point we have 
splendid records from a number of 
our experiment stations. In Ohio, 
circular No. 144, it is shown that 
the application of $17.60 worth of 
fertilizers to an acre of land in- 
creased the yield to the additional 
value of $35.23, or a net increase of 
$17.63 over and above the cost of 
the fertilizer. The Indiana station 
showed in circular No. 23 that the 
use of $4.14 worth of fertilizers in- 
creased the money value of the crop 
to $11.60, or a net gain of $7.46. 
The Pennsylvania station showed 
that normal applications of fertili- 
zers showed the following increases 
in yields of the leading crops in the 
trials: Corn, 36 per cent.; wheat, 
74 per cent. ; oats, 31 per cent. ; hay, 
54 per cent. The Georgia station 
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showed an increase of 100 per cent. 
in the yield of cotton on the fer- 
tilized plots over those unfertilized. 
The cotton yield has been gradually 
increasing in the Carolinas since 
the introduction of fertilizers while 
the crops are still decreasing in 
states where fertilizers have not yet 
been introduced or where they have 
been used only very lightly. 

The organized wealth of a coun- 
try can do no greater service than 
to center its attention on its agricul- 
tural production agencies. It must 
appear from the above figures that 
the fertilizer industry will have a 
big part in such an undertaking and 
bankers are already aware that a 
consideration of the use of fer- 
tilizer materials on farms must be 
included in all plans for further ex- 
tension of rural credits. 


Cooperative Marketing the Keynote 


marketing 


OOPERATIVE 
C was the keynote of the Na- 
tional Agricultural Confer- 
ence, held in Washington, January 


23 to 27, inclusive. A solitary ray 
of sunshine lightened the black 
cloud of gloom o’erspreading the 
conference. It came from Califor- 
nia, the land of sunshine. With 
practically every part of the coun- 
try reporting a paralysis in the 
farming industry resulting from the 
sale of farm products at prices far 
less than the cost of production, the 
Cooperative Marketing Associations 
of the West were as a beacon of 
light pointing the way to a profitable 
national agriculture. The President 
of the United States, in his memor- 
able address, pointed out that while 
organized industry and organized 
industrial labor had been able more 
or less to successfully resist the 
downward trend of prices, the 
farmers, through lack of organiza- 
tion, had suffered utter collapse, 
and he expressed the utmost sym- 
pathy with the efforts of the farm- 
ers looking to cooperative market- 
ing organization. 


By JOSEPH HIRSCH 


Chairman A. B. A. Agricultural Commission 


For several years the Agricultural 
Commission of the American Bank- 
ers Association has been urging 
member banks to make a close study 
of the principles of cooperative mar- 
keting with the view of assisting the 
farmers of their respective neigh- 
borhoods in the promotion of these 
organizations and looking to the 
financing of cooperative market- 
ing associations functioning along 
sound lines. The cooperatives of 
California are being financed by 
California banking capital the Cali- 
fornia bankers having learned that 
the credit is a sound one. Southern 
bankers are now watching with in- 
terest the efforts of state cotton 
marketing associations, and many of 
the leading Southern bankers are 
taking a prominent part in financ- 
ing the same. 

The Agricultural Commission of 
the Association was in session from 
time to time during the entire week 
of the conference. Joseph Hirsch, 
Chairman, and W. G. Edens were 
official delegates, while the other 
members of the Commission, Bur- 
ton M. Smith, Charles B. Lewis, 


Will C. Gordon, and Rome C. 
Stephenson were the guests of the 
conference. E. J. Bodman, a regu- 
larly accredited delegate, was unable 
to attend. Louis M. Tobin, editor 
of the Banker-Farmer, and Sec- 
retary of the Commission, was also 
in attendance. Mr. Hirsh served as 
a member of the Committee on Ag- 
ricultural Credit, Insurance and 
Taxation, and Mr. Edens was a 
member of the Transportation Com- 
mittee of the National Agricultural 
Conference. A special edition of the 
Banker-Farmer containing the lead- 
ing features of the National Agri- 
cultural Conference, and outlining 
the plans of the Agricultural Com- 
mission for the ensuing year, will be 
sent to all members of the Asso- 
ciation. 


The mileage of railroad being aban- 
doned in the United States is greater 
than the mileage of new roads being 
constructed. During the year ending 
October 31, 1921, the Interstate Com- 
merce Commission authorized 405 miles 
of new construction and 702 miles of 
abandonment. 


Keep Close to Your People 


Some of the Methods Employed by Banks to Attract 
New Customers or Increase Its Usefulness to Old Ones 


ing and prosperous no bank, 

especially the small bank, ever 
reaches the limit of its possibilities 
for new customers and new ac- 
counts. Every day there are new 
possibilities, new prospects, which 
had not ripened the day before. It 
is up to the ingenuity of the bank 
which is not content with the “nat- 
ural growth” of things to devise 
ways and means of attracting these 
new accounts. Among the almost 
unlimited methods, education, in 
all that the word implies, must take 
first place—education of the people 
to the service which a bank renders 
to them individually and to the 
people as a community. 


As all successful selling is predi- 
cated on the “you” side, on con- 
vincing the prospect that he is going 
to gain by the proposed transaction, 
so the bank, no matter what varia- 
tion of selling plan may be adopted, 


A S long as the country is grow- 


must constantly, consistently seek 
to build up in the mind of the pros- 
pect that he is going to be aided, im- 
proved, helped to a realization of in- 


dividual ambitions through the 


agency of the bank. 


Small Town Banks 


The small town banks and the 
village banks have responsibilities 
as well as opportunities peculiar to 
themselves. The education of their 
people as to the functions of a bank 
should be accepted as a civic duty. 
The banker who goes to his high 
school and, besides giving in- 
formation of banking methods and 
banking practice, stimulates the im- 
agination of the pupils and lifts 
them up to a contemplation of their 
possibilities in the life which lies 
before them cannot fail to quicken 
the whole business life of his com- 
munity. In thus going outside of 
his regular routine to render service 
the banker is planting seed, pretty 
sure to one day yield a good harvest. 
And if he does not give to the rising 
generation suggestions and _ in- 
formation out of the fullness of his 
experience he is missing an oppor- 
tunity for new business and missing 


also an opportunity to quicken the 
life of his town. Wherever there 
is a bank reaching out to help its 
people through some extra “out-of- 
hours” or “out-of-the-regular-chan- 
nels-of-business” efforts that bank 
should eventually pass its com- 
petitors in its race for business. 

There should be no banks like the 
town library—merely ready to serve 
those who come. 


To the bank that is not up and 
doing (beyond the placing of neg- 
ligible advertising, which may be 
more of a sop to the newspapers 
than an intelligent, determined ef- 
fort to get business), the educa- 


The Bank’s Place 


No bank should be content with 
an existence like that of the 
town library, an eminently useful 
and dignified institution, which 
stands ready to serve all who 
come to it. There are almost 
innumerable ways by which even 
unpromising districts may be 
made to yield more and more 
business for those who will go 
after it. This article discusses a 
few of the methods by which a 
bank may keep in touch with the 
people and may develop oppor- 
tunities for emphasizing the 
bank’s place in the community. 


tional course prepared by the 
Committee on Public Education of 
the American Bankers Association 
offers a real opportunity. The de- 
livery of a course of lectures on 
banking leads to dignified publicity, 
which gets into the homes and gets 
preferred attention through those in 
whom the family is most interested 
—the budding boys and girls—but 
far more important than the by- 
product of publicity should be the 
consciousness of having rendered 
sound service to the public. 

Then there is another class of 
mature years who are in need of 
enlightenment. They are the people 
who are so constituted that the ap- 
peal which goes to them through 
the mails is almost irresistible. Re- 
ceptive to everything which the 
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postman brings, they actually ab- 
sorb each letter or circular and 
eventually, such is their nature, they 
are practically compelled to respond. 
That trait of human nature is a 
factor in the upbuilding of mail- 
order enterprises far afield. Why 
leave this class exclusively to the 
“blue sky” people? Possibly these 
susceptible fellow-townsmen would 
in many instances prefer to keep 
their money at home if the banker 
had by systematic cultivation en- 
couraged them to freely bring to his 
bank their problems and their pro- 
posed investments. A monthly com- 
munication from the bank, so stud- 
ied and prepared that it will be in 
the nature of a sincere, cordial in- 
vitation, will awaken a response in 
kind. 


The Personal Touch 


Sometimes it is difficult to get 
the personal touch into a piece of 
literature, no matter how printed, 
but it is always possible to get the 
personal touch into a letter—even 
though it is a circular letter. Time 
is never wasted in perfecting a let- 
ter, for it is a really serious matter 
to speak to a thousand or 5,000 
persons at one time, even through 
the medium of the postoffice de- 
partment, especially as what is said 
and how it is said may mean the 
turning point of someone’s life, and 
should mean also some advance in 
business for the bank. Eschew 
“clever” stuff. Place all reliance on 
plain, old-fashioned, rugged facts, 
told in words of few syllables. 

The banker to whom anything ap- 
proaching bargain-counter methods 
is repugnant may concentrate on the 
dignified yet friendly appeal con- 
stantly made through letters and 
through newspaper advertising 
which possesses human interest. Let 
him watch and adopt wherever ad- 
visable and applicable commercial 
advertising methods. 

The First National Bank of 
Clearmont, Fla., when it opened its 
new banking house not long ago, so 
planned things that the opening 
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partook of the nature of a big con- 
vention held for the purpose of pro- 
noting the prosperity of the 
‘community. The bank kept open 
house all day and well into the 
evening. During all of that time 
refreshments were served. There 
was a big birthday cake, and it was 
cut with suitable ceremony. “Push, 
progress and prosperity” talks were 
made by a score of prominent men 
and women. 

The speakers pointed out that 
improvement promotes improve- 
ment and that the spirit of improve- 
ment which had produced the new 
bank building would spread and 
manifest itself in other fine build- 
ings and in fine streets throughout 
the city. So great was the interest 
worked up in the mere opening of 
the new banking house that many 
visitors from outlying districts were 
attracted and there was a rush 
among men and women to be among 
the first to open accounts in the new 
building. 


Interest in this event was further 
accentuated through the use of an 
aeroplane, the first which had ever 
made its headquarters in that town, 
and many patrons of the bank ex- 
perienced the thrill which comes 
from a first trip in midair. 


The Other Extreme 


The other extreme in opening a 
new banking house is to buy flowers 
for the officers’ desks and new uni- 
forms for the porters. 

But, generally speaking, the 
opening of a new banking house 
may be made an occasion to impress 
anew upon the public the im- 
portance of this community insti- 
tution. Cornerstone layings, bank 
dedications and ceremonial bank 
openings grow in favor. 

An unusual piece of enterprise 
was that of the Farmers Bank and 
Trust Company of West Palm 
Beach, Fla., when it established an 
employment bureau. Since the bu- 
reau commenced to function—soon 
after the armistice—employment 
has been found for 500 persons. No 
attempts has been made to special- 
ize, but instead an effort has been 
made to place at work as many as 
possible — office help, industrial 
hands and household servants. “I 
believe,” President T. T. Reese is 
quoted, “if every bank would run a 
free employment bureau it would 
greatly simplify the employment 
problem.” 

In proper hands an agricultural 
department on farm bureau in the 
bank may do more than appeal to 


Commerce and Marine Commission 


T a recent meeting of the 
Commerce and Marine Com- 
mission of the American 

Bankers Association held in New 
York, Secretary Hoover was kind 
enough to have the Department of 
Commerce represented by Dr. 
Klein. - 

The commission, of which Fred. 
I. Kent is chairman, went over the 
plans of the Department of Com- 
merce as explained by Dr. Klein 
and expressed itself as being in full 
accord with the efforts now being 
made by Secretary Hoover to so 
develop the department that it will 
prove to be a very real aid to the 
foreign and domestic business of 
the United States instead of being 
merely a bureau for gathering 
statistics. 

Dr. Klein brought to the meet- 


ing several copies of Commerce 
Reports, which he stated were to 
be issued by the Department of 
Commerce for the purpose of 
enabling business men and bankers 
throughout the United States to 
keep in touch with constantly de- 
veloping trade conditions. At the 
suggestion of the members of the 
commission, Dr. Klein agreed to see 
that a copy of Commerce Reports 
was sent to every banker in the 
United States in order that they 
might see just what was being done 
and so be able to subscribe for the 
publication if they considered it to 
their interest to do so. 

It was suggested that a liaison 
be arranged between the Depart- 
ment of Commerce and the Com- 
merce and Marine Commission in 
order to establish a closer work- 
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farmers; it may command their in- 
terest. In August, 1919, the Old 
Commercial National Bank of Osh- 
kosh, Wis., opened such a bureau 
under the direction of Reid Mur- 
ray. Through its operations the 
bank has doubled the number of its 
farm patrons. Though farmers go 
to the bank in large numbers to get 
help on their farm problems the di- 
rector of the bureau also goes to 
the farms. He endeavors to per- 
sonally know all farmers and their 
families. To achieve this object he 
at the beginning of the work drove 
thousands of miles through the 
country, and by so doing indelibly 
impressed on those whom he met 
the service plan of this institution. 
This bank has encouraged and aided 
the importation of many head of 
pure bred cattle into Winnebogo 
County. 

All sound advertising plans are 
founded on service, but those in 
which directly or indirectly stimu- 
late the imagination of the individ- 
ual and lead him to a realization of 
the fact that the bank is the agency 
through which he and his family 
may ascend to better things will in 
the long run probably be most satis- 
factory and less liable to produce 
any unfavorable reaction. 


Cooperation 


ing relationship for the purpose 
of enabling greater cooperation 
between the government and the 
bankers of the United States. 
Milton E. Ailes, president of 
the Riggs National Bank of Wash- 
ington, D. C., and a member of the 
Commerce and Marine Commission 
of the American Bankers Associa- 
tion, was appointed chairman of the 
Liaison Committee and it is confi- 
dently hoped that this arrangement 
will prove of real value to the 
bankers and business men of the 
United States. 


Elwood S. Bartlett, member of the 
Executive Council of the American 
Bankers Association, is now director of 
the Union National Bank, Atlantic City, 
N. J. He has recently resigned his po- 
sition with the Atlantic City National 
Bank. 
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Check Issued for Larger Amount 
Than Intended 


A fur company, in payment of 
an indebtedness of 62 cents, erro- 
neously issued sts check to the payee 
for $62, which the latter negotiated 
to a bank for its face amount. Pay- 
ment having been stopped, the pur- 
chasing bank asks as to the liability 
of the drawer. Opinion: Such 


bank is a holder in due course and 
can enforce payment from the 
drawer for the full amount. 


From Illinois—C. F. shipped an op- 
posum hide to the F. Hide and Fur 
Company. The net proceeds of the 
shipment amounted to 62 cents. The 
F. Hide and Fur Company rendered a 
statement of the transaction to C. F. 
and attached thereto their check in pay- 
ment. The check should have been 
made for 62 cents but in error it was 
made for $62. The F. Hide and Fur 
Company drew the check upon itself 
and made it payable through a St. Louis 
bank. 

C. F., the payee, brought the check to 
this bank, indorsed it and we cashed it 
for the amount of $62. The check was 
sent through the regular channels for 
collection and was returned to us un- 
paid with the following notation written 
across the face of the check, “This 
draft should be for 62 cents only. Have 
issued new draft.” This was the first 
notice we had that there was anything 
wrong with the check. 

There is some question as to whether 
C. F., the indorser, is responsible or not. 
We would like to know whether we 
would have recourse on the F. Hide 
and Fur Company in this case. 

Some correspondence has passed be- 
tween the bank and the F. Hide and 
Fur Company. The F. Hide and Fur 
Company contend they are not liable, 
that the instrument was a draft upon 
themselves and not a check. Please let 
us know whether we can enforce pay- 
ment of this check of the F. Hide and 
Fur Company. 


The purchasing bank can enforce 
payment from the drawer for the 
full amount. It is a holder in due 
course, within the purview of the 
Negotiable Instruments Law, which 
defines a holder in due course as 
one who has taken the instrument 
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under the following conditions: (1) 
That it is complete and regular on 
its face; (2) that he became the 
holder of it before it was overdue 
and without notice that it had been 
previously dishonored, if such was 
the fact; (3) that he took it in 
good faith and for value; and (4) 
that at the time it was negotiated 
to him he had no notice of any in- 
firmity in the instrument or defect 
in the title from the person nego- 
tiating it. 

It is immaterial whether the in- 
strument be denominated a check 
or draft, or that it was drawn by 
the drawer upon itself instead of 
upon a third person. 

The rule is well settled that mere 
mistake or inadvertence in signing 
the instrument is no defence against 
a bona fide holder (Bothell v. 
Fletcher, 94 Ark. 100, 125 S. W. 
645; Grant v. Isett, 81 Kan. 246, 
105 Pac. 1021; Poindexter v. Mc- 
Dowell, 110 Mo. App. 233; Treze- 
vant v. Powell (Tex. Civ. App.), 
130 S. W. 234), and the maker can- 
not defend on the ground that the 
contract was not the one that he 
intended to sign (Cedar Rapids 
Nat. Bank v. Rhodes, 96 Miss. 700; 
Champlin v. Davis (N. J. 1920), 
110 Atl. 921) since where one care- 
lessly signs an instrument, without 
any fraud, trick, or misrepresenta- 
tion, without acquainting himself 
with the nature or provisions of the 
instrument, he is liable. (Martin 
v. Smith, 116 Ala. 639; Twyman v. 
Loan & Co. (Ga. App. 1919), 98 
S. E. 239; Carpenter v. Joliet First 
Nat. Bank, 119 Ill. 352; McCor- 
mack v. Molburg, 43 Iowa 561; 
Graham v. Mercantile Town Mut. 
Ins. Co., 110 Mo. App. 95; Mc. 
Donald v. McKinney Nursery Co.. 
44 Okla. 62, 143 Pac. 191). 

So a mistake in determining the 
amount for which an instrument 
should be drawn cannot be taken 
advantage of against a bona fide 
holder. (Miller v. Butler, 17 Fed. 
Cas. No. 9565; Steadwell v. Morris, 
61 Ga. 97). 
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Life Insurance Policy as 
Collateral 


A bank made a loan on a note 
the borrower depositing as security 
a life insurance policy made payable 
to his daughters but containing a 
provision that the insured had a 
right to change the beneficiaries. 
The note was a plain form of note 
and there was no written assign- 
ment of the policy. Upon death of 
the smsured the benefictaries de- 
manded the policy which the bank 
seeks to retain until the loan is paid. 
Opinion: The pledge of the policy 
was suffictent to entitle the bank to 
retain the policy until payment of 
the note. 


From New York—We hold a life in- 
surance policy as collateral for a note 
made by the insured. The insured has 
died. The note was a regular note, not 
a collateral form note and does not re- 
cite anything about the policy as col- 
lateral. The policy was not assigned to 
us. It was made payable to the daugh- 
ters of the insured but it contained the 
provision that the insured had the right 
to change the beneficiaries. Demand 
has been made upon us by the bene- 
ficiaries for this policy. We contend 
that it was the intention of the insured 
to leave this policy as collateral for this 
note and that we are not obliged to give 
up the policy until the note is paid. Are 
we correct in this contention? Can you 
refer us to any decisions covering a 
similar case? 


This policy, as I understand, 
while not formally assigned to the 
bank by written assignment was 
deposited by the insured as collat- 
eral security for the payment of 
his note. This would be sufficient, 
I think, to entitle the bank to retain 
the policy until the note is paid. 
In Missouri State Life Ins. Co. v. 
California State Bank 216 S. W. 
785: 202 Mo. App. 347 the Califor- 
nia bank held a life insurance policy 
as collateral for notes signed by the 
insured. At the insured’s death, 
these notes were in the nature of 
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renewal notes and, together with 
accrued interest, amounted to more 
than the face of the policy. The 
wife of the insured was made bene- 
ficiary under the policy, which, 
however, contained a provision that 
the insured might change the bene- 
ficiary “provided the policy is not 
assigned.” There was no evidence 
that the beneficiary ever joined in 
or consented to the pledging of the 
policy to the bank. At the insured’s 
death, the beneficiary claimed the 
proceeds of the policy. The bank 
pleaded that the policy had been 
pledged or assigned to it to secure 
the insured’s indebtedness. The 


beneficiary denied that it had ever 
been thus pledged or assigned. 


Judgment was rendered in favor 
of the bank on the following 
erounds: (Cf. 216 S. W. 786). 


1. When the right to change the 
beneficiary is reserved in the policy, 
the insured may change the bene- 
ficiary without the consent of the 
named beneficiary, who in such 
case has no vested right in 
the policy. 2. The beneficiary, 
having no such vested right, the 
insured by pledging the policy as 
collateral security, assigned all 
beneficial interests that could accrue 
under the policy to secure his debt, 
subject only to the full rights of 
the beneficiary being restored upon 
the fulfilment of the conditions of 
the pledge. 

Thus, although the bank in the 
present case states that “the policy 
was not assigned to us” it would 
seem that the very act of pledging 
the policy was im law a virtual as- 
signment thereof, at least for the 
time being, until the conditions of 
the pledge were fulfilled; and the 
bank is therefore not obliged to sur- 
render the policy until the note is 
paid. 

See also Cash v. Hayden’s Adm’r. 
83 S. W. 136; 126 Ky. L. R. 1045, 
holding that the assignee of a life 
policy assigned as collateral secur- 
ity for the note of the insured was 
entitled to hold it until payment of 
the note, as against the insured’s 
administrator, in the absence of any 
showing of insolvency on the part 
of the assignee, or that the admin- 
istrator would be in danger of loss 
from permitting the assignee to 
collect the policy. 


Check Raised After Indorsement 


A made his check payable to his 
own order on an out-of-town bank 
for $25. He procured the indorse- 
ment of B for accommodation, 
after which, without B’s knowledge 
or consent, he raised the amount 
to $125 and cashed the check at a 
local bank in Oklahoma. The check 
was-returned unpaid by the drawee. 
Dispute has arisen between the 
bank and B as to which must bear 
the loss of the increased amount. 
Opinion: B és liable as indorser for 
the original amount but is not liable 
for the increased amount unless it 
should appear that when he in- 
dorsed the instrument, there were 
unfilled spaces which permitted the 
insertion of an increased amount, 
in which case, the authorities are in 
conflict, the weight of authority de- 
claring against liability, and the 
point not being decided in Okla- 
homa. 


From Oklahoma—Sometime ago a 
person wrote a check to the amount 
of $25 payable to himself drawn on an 
eastern city bank and secured indorse- 
ment of F. S. on back of same. Be- 
fore presenting check to bank, he raised 
the amount to $125 which the bank 
paid, unknown to the indorser at that 
time. In about two weeks, the check 
came back marked “no account,” and 
since then there has been a debate be- 
tween the bank and F. S. as to which 
is liable for the raised amount. 

Kindly advise your opinion as to 
which party you think liable for the 
raised amount. 


The indorser in this case is liable 
to the bank which cashed same upon 
his indorsement for the original 
amount $25, such bank being a 
holder in due course. But the ques- 
tion presented is whether the in- 
dorser is liable for the increased 
amount. 


Assuming the check when in- 
dorsed was written without blank 
spaces being left in which an in- 
creased amount might be inserted 
by the drawer, there would be no 
liability of the indorser for the 
raised amount. When he indorsed 
the check it was for $25 only and 
by his indorsement he warranted 
to the bank which cashed the same 
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for the drawer that it was a gen- 
uine check for $25. There has been 
no breach of this warranty. The 
subsequent raising of the check to 
$125 was without the indorser’s 
knowledge or consent and he can- 
not be held liable therefor. Had 
he indorsed the check after it had 
been raised, the case would be dif- 
ferent. 

If, however, when the drawer 
made the check he so wrote in the 
words “twenty-five” that there was 
space for him to afterwards prefix 
“one hundred and” and space was 
left which would permit of the in- 
sertion of the figure “1” before the 
figures “25” then, according to de- 
cisions in some states the indorser - 
would be liable where the amount 
was raised although according to 
decisions in other states there would 
be no such liability. 

In National Exchange Bank v. 
Lester, 87 N. E. (N. Y.) 779 de- 
fendant indorsed a note for $75 for 
the accommodation of the maker 
who thereafter without his knowl- 
edge or consent raised the amount 
to $375. It was held by the New 
York Court of Appeals that the 
note being a completed instrument 
without blanks at the time defend- 
ant signed it, he was not liable to 
a bona fide purchaser by reason of 
negligence in permitting unfilled 
spaces to remain by means of which 
it was possible for the maker to 
raise the note, such indorser being 
only liable on the paper according 
to its original tenor under Nego- 
tiable Instruments Law (Laws 
1897, p. 745, c. 612) Sec. 205, pro- 
viding that when an instrument has 
been materially altered, and it is in 
the hands of a holder in due course, 
not a party to the alteration, he may 
enforce payment thereof according 
to its original tenor. 

The court in this case conceded 
that decisions in Pennsylvania, II- 
linois, Missouri, Kentucky and 
Louisiana, supported the liability of 
the maker or indorser of a note, 
apparently complete, containing 
blanks in the sense that the written 
matter did not so fully occupy the 
entire paner as to preclude the in- 
sertion of additional words or fig- 
ures or both. But it held that the 
better rule and that supported 
by the weight of authority was 
to the effect that if the instru- 
ment was complete without blanks 
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at the time of its delivery, the frau- 
dulent increase of the amount by 
taking advantage of a space left 
without such intention, will consti- 
tute a material alteration and the 
maker or indorser will not be liable. 
This rule, it stated, is sustained by 
decisions of courts of last resort 
of Massachusetts, Michigan, New 
Hampshire, Iowa, Maryland, Mis- 
sissippi, Arkansas and South Da- 
kota. 

In the present case, therefore, the 
conclusion follows that the indorser 
would not be liable for the raised 
amount, unless it be the fact (which 
your letter does not state) that the 
drawer left unfilled spaces which 
permitted of the insertion of an 
increased amount in words and fig- 
ures and should such be the fact, 
the question of the liability would 
depend upon which of the two op- 
posing views above set forth the 
courts of Oklahoma, which have 
not yet passed upon the question, 
would adopt. Upon the facts as 


stated, however, there is no liability 
upon the part of the indorser and 
the bank which cashed the check 
for the forger must bear the loss. 


Liabilty of National Bank Direc- 
tor for False Report 


The personal liability of a direc- 
tor of a national bank under Section 
5239 U. S. Revised Statutes for 
knowingly participating én or as- 
senting to a false report of the 
bank’s condition, extends to a per- 
son who has loaned money upon the 
security of stock of a national bank 
sm reliance upon such false report. 


From Kansas—Will you advise me 
if in your opinion’ a holder of a note 
secured by national bank stock as col- 
lateral, which stock certificate is fully 
described in such note but assigned in 
blank by the maker and where the loan 
had been made on the strength of the 
published statements of such bank, has 
the same right of recovery against a 
director of such bank on his personal 
liability, as a stockholder who had been 
induced to purchase stock in such bank 
on the strength of such bank’s pub- 
lished statements? In other words, does 
a holder of such collateral possess all 
of the rights of recovery on the personal 
liability of the directors as the ordinary 
stockholder ? 

Further, does the National Bank Act 
provide that a national bank shall have 
a prior lien upon the stock of a bor- 


rowing stockholder, who is the regis- 
tered holder thereof, similar to the pro- 
vision contained in Section 57 of the 
Kansas State Banking Law, which is 
found in Section 570 of the General 
Statutes of Kansas, 1915, where such 
stock has been assigned as collateral? 


Section 5239 of the U. S. Revised 
Statutes makes every director of a 
national bank who knowingly parti- 
cipates in or assents to a violation 
of the National Bank Act “liable in 
his personal and individual capacity 
for all damages which the Associa- 
tion, its shareholders or any other 
person shall have sustained in con- 
sequence of such violation.” 

The U. S. Circuit Court of Ap- 
peals, Sixth Circuit in Chesbrough 
v. Woodworth, 195 Fed 875 held 
that the making and publishing by 
a national bank of the required re- 
ports was not merely for the infor- 
mation of the Comptroller but was 
to guide so much of the public as 
may have occasion to act thereon 
and that one who buys from an- 
other stock in the bank in reliance 
upon a false report of its condition 
and suffers damage thereby has a 
right of action against any officer 
or director who knowing its falsity 
authorizes such report under the 
provisions of Section 5239. The 
court in that case said: 


“Tt is urged that, as the statute 
refers to ‘the association’ and then 
to ‘its stockholders’ before using 
the phrase ‘any other person’, this 
last phrase, under the rule of ejus- 
dem generis, cannot be extended to 
cover those who purchase bank 
stock in the market. This argu- 


ment must be considered in con- 


nection with the cases of Yates v. 
Jones National Bank, 206 U. S. 
158, 27 Sup. Ct. 638, 51 L. Ed. 
1002, and Yates v. Utica Bank, 206 
U. S. 181, 27 Sup. Ct. 646, 51 L. 
Ed. 1015, in which the Supreme 
Court seems to hold that strangers 
to the bank who are, by false re- 
ports, induced to make a deposit 
therein, are within the protection 
of this statute; and we are unable 
to find any basis of classification for 
applying the rule of ejusdem gen- 
eris which would include those in- 
duced to become depositors and ex- 
clude those induced to become 
stockholders. The suggestion on 
the argument that the statute con- 
templates only those whose injury 
is derivative from an injury to the 
bank cannot be accepted, since the 
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injury to the depositor in the Yates 
case was not of that class. Nor is 
the statute one calling for the strict 
application of the rule invoked 
The general banking law has made 
a great variety of regulations and 
requirements and violations there- 
of would injure an equally great 
variety of persons. The phrase ‘any 
other person’ was especially appro- 
priate, for the reason that detailed 
enumeration would have been very 
difficult.” 

In Merchants National Bank v. 
Thoms, 28 Weekly Law Bull. 
(Ohio) 164 it was held that while 
reports of a national bank are for 
the information of the Comptroller, 
stockholders and depositors, they 
are also for the information of 
those who contemplate dealing with 
the bank; and that where a person 
is misled by false report to part 
with his money, on the security of 
stock, in an insolvent bank, he is 
entitled to recover against the offi- 
cers who signed the report in an 
action of deceit. 

This is the only decision I know 
of where recovery has been awarded 
a person lending on the stock of a 
national bank and in this case the 
right of recovery was not based on 
Section 5239 but upon common law 
principles. However, the doctrine 
of the cases previously cited is cer- 
tainly broad enough to extend the 
liability of directors under Section 
5239 not only to persons dealing as 
purchasers, in the stock of the bank 
but also to persons who make loans 
upon such stock in reliance on the 
false report. 

I think, therefore, the holder of 
a note, secured by national bank 
stock who has made a loan upon 
the strength of a false statement of 
the bank’s condition has a right of 
recovery against a director of such 
bank who knowingly participated 
in or assented to the making of a 
false report in violation of the act 
to the extent of the damage sus- 
tained. Your further question is 
whether a national bank has a prior 
lien on the stock of a stockholder 
for his indebtedness to the bank as 
against the pledgee of such stock 
as collateral. It has been held by 
the Supreme Court in several cases 
that a national bank cannot acquire 
a lien on its own stock. Bank v. 
Lanier, 11 Wall. 369; Third Nat. 
Bank v. Buffalo German Ins. Co., 
193 U. S. 581. 
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RECENT DECISIONS 


Deposits MApE AFTER BANKING Hours 
—ARKANSAS 


Deposits received after banking hours 
are valid charges against the bank. The 
particular deposit claimed to have been 
made after banking hours was omitted 
from the next statement rendered by the 
bank. The alleged depositor testified 
that although he discovered the error 
promptly he waited to see the person 
through whom the deposit was made (a 
director), that it was several weeks be- 
fore he could find him in town, that 
he too< the matter up with him at the 
earliest opportunity, and that the two 
then went to see the cashier, with the du- 
plicate deposit slip, which the alleged 
depositor claimed to have received. The 
court held that the jury was justified 
in finding that such alleged depositor 
was not negligent in not making his pro- 
test to the bank sooner. Farmers’ Bank 
and Trust Co. v. Boshears, 231 S. W. 10. 


ATTACKING Deposit ENTRIES IN PASS- 
BOOK—ALABAMA 


Did plaintiff make two bank deposits 
entered in his passbook? Such entries 
make out a prima facie case but are 
rebuttable. 

While the books of a bank “are not 
admissible ordinarily merely to prove a 
negative, where the course of dealing is 
shown to be regular and in due course 
they may be admissible to show that no 
credit entries were made on the dates 
claimed, as corroborating other testi- 
mony to that effect. 

“Moreover, the pass book of a bank is 
a part of the books of the bank, used in 
recording the items of deposit as be- 
tween itself and its customer.” If the 
customer may introduce, as he did here, 
the pass book, the bank may “introduce 
that part of its books relating to the ac- 
count kept by it and in its possession.” 

The bank’s system of bookkeeping may 
be introduced in corroboration of the 
teller’s testimony that no such deposits 
as claimed were made, when the system 
is such that its checks and balances 
would make the failure to make an entry 
on the books impossible or improbable if 
the deposit were actually made. 

“The witness, Morris, having testified, 
‘T have seen him [plaintiff] making fig- 
ures as well as writing bill heads there 
at the store from time to time,’ was 
qualified to testify that in his opinion 
the two entries in  plaintiff’s pass 
book * * * were not in the handwriting 
of the plaintiff.” The weight of such 
evidence is for the jury. American 
Trust & Savings Bank v. Montana, 89 
So, (Ala. App.) 899. 


THOMAS B. PATON, Jr. 


Assistant General Counsel 


EPOSITS received after bank- 
ing hours are valid charges 
against the bank. 


EPOSIT entries in passbook 
while presumptively correct 
are not conclusive. 


N evil motive is not essential 
to the fraud which authorizes 
the rescission of a loan. 


AMAGES may be recovered 
for fraud inducing the sale of 
the controlling interest in a bank. 


HE selection of a depository for 

public funds is a matter over 
which the courts have only a limited 
and special jurisdiction. 


ANK which is holder in due 

course of stopped check may 
recover from drawer free from de- 
fense of fraudulent diversion. 


OLDER in due course of note 

takes free from defense that 
maker was foreign corporation not 
licensed to do business in the state 
where made. 


that particular 
person forged a check is slan- 
duns, notwithstanding the check 
was given for a gambling debt; such 
statement made to a bank officer is 
not privileged. 


A indorsement of a note by a 
bank cashier at the instance 
of the state banking commissioner 
in order to prevent its being 
charged off as an asset of the bank 
does not create a liability which the 
bank may enforce. 


BANK takes chances in mak- 

ing payments under mistake 
of fact; it may not recover if the 
payee receives the payment inno- 
cently and has so changed his posi- 
tion to his detriment that he cannot 
be placed in statu quo. 


PAROL contemporaneous 

agreement made at the time 
of the execution of a note that a 
certain refund should be made if 
the note should be paid off before 
maturity, since the nominal “prin- 
cipal” of the note included aioe 
collected in advance, is without 
force and effect. 


SLANDER CHARGE Mape To BANK OF- 
FICER THAT PLAINTIFF ForGED 
CHECK GIVEN FoR GAM- 

BLING Dest—TExAS 


Smith charged that Dawson slandered 
him by stating that a check purporting 
to be signed by Dawson, which Smith 
collected from the drawee bank, was a 
forgery. 

A charge of forgery is slanderous per 
se since forgery is a felony. 

It was no defense that the check was 
given for a gambling debt and hence 
was without consideration. 

“Forgery is the making without 
authority of a false instrument in writ- 
ing, purporting to be the act of another, 
in such manner that the false instru- 
ment so made would, if true, have cre- 
ated, increased, diminished, discharged, 
or defeated any pecuniary obligation. 
The instrument must appear on its face 
to be, or must in fact be, one which, if 
true, would possess some legal validity, 
or be legally capable of effecting a 
fraud.” 

The instrument in question would, be 
enforceable in the hands of a holder in 
due course. “It would not be tested by 
the defenses that might be made to it, 
but by its capability of affecting the lia- 
bility of the maker.” 

That the alleged slanderous statement 
was made to officers of the drawee bank 
is no defense. “There were no such con- 
fidential relations between appellee [de- 
fendant] and the cashier or assistant 
cashier of the bank as would cause its 
conversation with them, or either of 
them, to be a privileged communication.” 
The rule of privileged communications 
“certainly would not extend to slander- 
ous communications made to an officer in 
a bank, having no reference to or unin- 
fluenced by confidential relations.” Smith 
234 S. W. (Tex. Civ. App.) 


Court REvIEW oF SELECTION oF DEPosI- 
TorY OF Pusitic FuNps—NECESSITY 
or AccertiInc HicHest Bin— 
TEXAS 


Three bids were made for depository 
of the public funds of Hardin County, 
Texas, as follows: Citizens’ National 
Bank.of Sour Lake, 6% per cent; Sour 
Lake State Bank, 4% per cent.; Hardin 
County State Bank, 4 per cent. Instead 
of selecting the highest bidder the county 
officials selected the lowest bidder, the 
Hardin County State Bank. Certain tax- 
payers and the Citizens’ National Bank 
are now suing to enjoin the transfer of 
the funds from that bank (the present 
depository) and for a writ of mandamus 
to compel the appointment of that bank. 

(1) Does the law require the se- 
lection of the highest bidder? Article 
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2442, Vernon’s Sayles Civil Statutes, 
provides for the selection “as the de- 
pository of all the funds of the county 
the banking corporation, association or 
individual banker offering to pay the 
largest rate of interest per annum for 
said fund; provided, the commissioners’ 
court may reject any and all bids.” This 
was construed as authorizing the passing 
by of the highest bidder and the selec- 
tion of a lower one. 

(2) May the court set aside the se- 
lection of a lower bidder in this particu- 
lar case? To warrant such action a clear 
showing of an abuse of discretion must 
be made. The facts of the particular 
case were invoked to show that there 
was no such abuse. The record discloses 
that the officers voting for the Hardin 
County State Bank “knew in a general 
way that Appellee Citizens’ National 
Bank- had been in existence for only 
about four years, and that its former 
cashier, one Connolly, had embezzled its 
funds, stolen and hypothecated several 
thousand dollars of the shares of an af- 
filiated concern, and, at the time of the 
selection of a depository, was under sev- 
eral indictments for violations of the 
banking laws; that before he was dis- 
charged by appellee he had invested 
more than $100,000 of the deposits in 
automobile paper of very questionable 
value; that he was not replaced by the 
present cashier until about September, 
1920, only about six months prior to the 
meeting of the commissioners’ court at 
which the selection of a depository was 
made, out of which the litigation grew; 
that Appellee Citizens’ National Bank 
had invested more in a banking house, 
grounds, and fixtures than its whole 
capital and surplus combined; that its 
main patronage consisted of oil busi- 
ness; that is, business growing out of 
the production of oil, a business that is 
variable, constantly fluctuating and un- 
certain.” Then, too, the bidding of the 
unusual rate of 6% per cent. must, to the 
officers’ minds, have “indicated a stress- 
ing necessity for the retention of the 
funds,” already in the possession of the 
Citizens’ Bank as county depository. No 
abuse of discretion was shown. 

As for a writ of mandamus, the se- 
lection of a depository is an act involv- 
ing judgment and discretion, and the 
rule is that mandamus will not lie to 
compel the doing of such an act. Hur- 
<4 v. Camp, 234 S. W. (Tex. Civ. App.) 


REscISSION OF LoAN BECAUSE OF FRAUD 
—MINNESOTA 


Blocker, the president and_ general 
manager of the State Bank of Bowman, 
N. D., wrote to the First National Bank 
of St. Paul, asking it to make a $45,000 
loan to Holm. The letter, among other 
things, stated: 

“This is certainly a good loan, and it 
is good stuff and a good man back of it, 
but of course an excessive loan and we 
cannot take it here at the bank, so I was 
thinking I would run it to myself and if 
agreeable let you people carry it. 

“I shall be pleased to hear from you 
at once in regard to this, for if you are 
not interested I shall be obliged to look 
elsewhere. I can absolutely assure you, 


Mr, Skinner, that there will be no addi- 
tional time asked on this loan and that 
six months will be the absolute limit for 
this to run, and I certainly hope you will 
see fit to grant me this accommodation.” 

The St. Paul bank which had had 
previous business dealings with Blocker 
was not informed that the money was 
wanted for a business adventure in 
which Blocker was a partner of Holm, 
and that Holm was insolvent. In reli- 
ance upon misrepresentations and con- 
cealments, including those referred to 
above, the St. Paul bank made the loan 
asked for and a second loan. 

This action is brought against Blocker 
to rescind on the ground of fraud and 
to recover what the St. Paul bank parted 
with in the transaction. 

“The fact that Blocker may have had 
no evil motive and did not intend to de- 
ceive or defraud plaintiff is of no con- 
trolling importance. It is sufficient in 
this form of action that the representa- 
tions were untrue in fact, and that the 
falsity thereof resulted in injury to 
plaintiff; fraud as a matter of law fol- 
lows a showing of such facts from 
which relief my be had.” 

It was not necessary to submit the 
case to a jury. “The evidence indisput- 
ably shows the fraud relied on for re- 
covery; therefore a verdict was properly 
directed for plaintiff.” First National 


— of St. Paul v. Blocker, 185 N. W. 


Recovery By BANK oF PAYMENT MADE 
By MistaKE—NeEw YorkK 


The Bank of New York received some 


‘ paper for collection from Simmons & 


Co., which it forwarded to its corre- 
spondent at Rio de Janeiro. This corre- 
spondent followed its directions to pay 
Aguas & Co. $780 and transmit the bal- 
ance to the Bank of New York. This 
latter bank by mistake made no corre- 
sponding deduction, but paid the entire 
proceeds of the paper to Simmons & Co. 
This company later asked Aguas, who 
was then in New York, whether he had 
been paid, and upon his answer that he 
had not been, paid him $780. The Bank 
of New York discovered its mistake and 
is now suing Simmons & Co. to recover 
the $780. 

The court laid down the general rule 
that a payment made under a mistake of 
fact may be recovered and noted the ex- 
ception when the payee has changed his 
position to his detriment so that he can- 
not be placed in statu quo. Had Sim- 
mons & Co. so changed its position in 
this case? It had paid out the $780 to 
Aguas, so that it no longer had it in its 
possession. Recovery would depend upon 
whether or not the payment to Aguas 
was irrevocable. If Simmons & Co. 
could recover (that is, actually get the 
money back) from Aguas then the Bank 
of New York could recover from Sim- 
mons & Co. Otherwise, it could not. 
Bank of New York v. Simmons, 190 N. 
Y. Supp. (App. Term) 602. 
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ParoL AGREEMENT CONTEMPORANEOUS 
ExeEcuTION OF Note AND IN- 
CONSISTENT WITH ITS TERMS, 
May Not Be SHown— 

TExAs 


A note for $90,000, having a maturity 
of five years, bearing 8 per cent interest, 
was surrendered for a note for $96,925, 
dated back to the date of the surren- 
dered note, bearing 6 per cent interest. 
The makers of the note alleged that the 
additional principal was “to cover the 
difference between interest at 8 per cent. 
and 6 per cent. on the $90,000 for the 
full term of five years” and that the par- 
ties agreed that if the note should be 
paid off before the expiration of the five 
years, the payee should pay back any 
amount in excess of $90,000 and the in- 
terest thereon at 8 per cent. They fur- 
ther alleged that the note and the col- 
lateral deed of trust did not contain the 
entire agreement of the parties, but that 
the contract with reference to the rebate 
of interest was intentionally omitted. 

The court held that since the note and 
collateral deed and trust did not on 
their face rebut the presumption of com- 
pleteness, such lack of completeness 
could not be shown by parol. 

“But more than this, the effect of the 
proffered parol agreement is to engraft 
a contemporaneous parol agreement 
upon the written agreement which varies 
the terms of the contract. The note con- 
tains an unqualified promise on the part 
of [the makers] to pay a stipulated 
amount at a stated time, with the condi- 
tion that after the payment of a year’s 
interest and by giving * * * notice in 
writing of their intention to do so, they 
might pay off the note at any time be- 
fore maturity. To enforce the parol 
agreement would be to qualify the un- 
conditional promise to pay a stipulated 
amount by reducing it, and in this man- 
ner vary the original condition. This, 
of course, is not permissible.” Guaran- 
tee Life Ins. Co. v. Davidson, 234 S. W. 
(Tex. Supp.) 883. 


Bank CasHING CHECK AS HOo.pER IN 
Due CoursE—REcovery AGAINST 
DrawEeR—NeEw YorkK 


Payment was stopped on a $250 check 
cashed by the Geneva National Bank 
and it sues the maker for the amount. 
De Rosa had given the check to Fox in 
payment for stock. After De Rosa had 
told Fox that he wished to rescind the 
transaction and was informed that it 
had been sent in to “the company,” Fox 
took the check to the Geneva National 
Bank, which in ignorance of any infirmi- 
ties connected with it, gave Fox $205 in 
cash and credit for the balance. Before 
the check was presented to the drawee 
bank Fox drew out all the money to his 
credit in the Geneva bank except 23 
cents. 

The court held that the Geneva bank 
took the check for value and was a 
holder in due course, and, consequently, 
took free from the defense of fraudu- 
lent diversion. It could recover from 
the maker. Geneva National Bank v. 
Fox, 190 N. Y. Supp. 747. 
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LIABILITY OF CASHIER ON INDORSEMENT 
or Note MADE AT THE INSTANCE OF 
THE BANKING CoMMISSIONER IN 
Orper TO Prevent It FROM 
Beinc CHARGED OFF As- 

SETS OF BANK — 

CoLorADO 


A bank had a certain note of which 
the banking commissioner was suspicious. 
It was of such size that if it were 
charged off the bank’s assets its capital 
would be impaired. This, in turn, would 
necessitate an assessment on the capital 
stock, or, as a possible alternative, the 
appointment of a receiver. Rollestone, 
the cashier of the bank, the owner of 
only a single share of its stock, indorsed 
the note and the banking commissioner, 
as a consequence, allowed it as a bank- 
able risk. 

The bank is now suing Rollestone on 
his indorsement. The court considered 
from the circumstances recited by it, 
especially in view of the fact that he 
owned only one share of stock, that the 
indorsement was not for his own per- 
sonal benefit, but for the benefit of the 
bank, which would have been somewhat 
embarrassed by having the note con- 
sidered a non-bankable risk. 

Rollestone, “having indorsed the note 
after delivery, became a guarantor, and 
was sued as such.” “The nature and 
character of an indorsement thus made 
and the intent of the parties to the 
transaction may be shown.” 

“The intent to become liable to the 
payee, where indorsement is made after 


delivery of the note, must be shown by 


a preponderance of the evidence,” which 
was not done here. 

Another contention of the bank was 
that it could sue as the beneficiary of the 
contract between the banking commis- 
sioner and Rollestone made for its bene- 
fit. In denying this the court said: 
“Each of the parties had a purpose to 
serve by the agreement. The defendant 
| Rollestone] sought to protect the bank 
from an interference with its corporate 
management and possible suspension. 
The commissioner wished to improve 
the condition of the bank for the greater 
security of its depositors, or other credi- 
tors, whom he represented, by virtue of 
his office.” 

“The condition against which the com- 
missioner sought protection for the pub- 
lic never arose.” 

“He could have no interest in increas- 
ing the bank’s assets beyond the amount 
necessary to its solvency; hence he could 
not have intended to bind defendant to 
pay the note for the sole benefit of the 
stockholders of a solvent bank.” 


“Of course, had the bank become in- 
solvent, and ‘this note as an asset had 
passed into the hands of a receiver, he 
would, as a representative of the credi- 
tors, have a right of action against the 
defendants.” 

The third persons for whose, benefit 
the contract was made were the credi- 
tors of the bank. 


A merely incidental benefit from a 
contract between other persons, such as 
that which the bank sustained in this 
case, does not authorize an action by 
such asserted beneficiary. 


Another contention by the bank was 
that it could recover under the rules ap- 
plicable to accommodation paper. How- 
ever, this is not the case of an accommo- 
dation indorsement, but of irregular in- 
dorsement. If this case “is to be re- 
garded as bearing some relation to ac- 
commodation paper, it should be noted 
that the payee here is the accommodated 
party. As such he has no right of action 
against the accommodating party.” 

“To hold defendant liable on this state 
of facts is to penalize the agent for an 
act in behalf of his principal which is 
highly beneficial to it. Defendant re- 
ceived nothing from the plaintiff, and 
the plaintiff lost nothing in the trans- 
action which can serve as a considera- 
tion for the alleged obligation.” Cripple 
Creek State Bank v. Rollestone, 202 
Pac. 116. 


FrAuD IN SALE oF BANK StocK—ACTION 
FOR DAMAGES—KANSAS 


The following rules were laid down 
in an action for damages for fraud in 
the sale of the controlling interest in a 
bank: 


1. Where performance of the con- 
tract of sale was practically complete be- 
fore discovery of the fraud, the failure 
to complain and ask for damages 
promptly thereafter did not preclude the 
recovery of such damages; the same rule 
does not apply as in a suit to rescind. 

2. Opinions of bankers and business 
men as to the responsibility of makers 
of notes held by the bank, which were 
represented by the seller of the stock as 
good, “were admissible but their evi- 
dence was not conclusive on the jury. 
It was to be considered in connection 
with other evidence, direct and circum- 
stantial, and given such weight as it 
was justly and fairly entitled to.” 

3. “The value of the bank stock and 
assets of the bank alleged to have been 
misrepresented by the defendant was to 
be determined as of the date the sale 
was made, The court rightly instructed 
the jury that evidence of its value or 
worthlessness at any other time could 
only be considered as throwing some 
light on its value on the day the contract 
was made and that if the assets and 
notes were good upon that date, it could 
make no difference that they may have 
depreciated in value or have become 
worthless at a later time.” 


4. Plaintiff, after his purchase, sold 
the controlling interest to another, with 
a guaranty of the notes held by the bank. 
Thereafter, and some sixteen months 
after the sale in question, the bank com- 
missioner required that a large number 
of notes of the bank be charged off its 
books as worthless. Was this action 
conclusive that the notes were worth- 
less? The court held that it was not, 
especially since the commissioner gave 
little consideration to the matter. But 
“whatever may have been the extent of 
his inquiry and information as to the 
value of the notes, his opinion and action 
did not foreclose inquiry by the court as 
to the financial sespenainility of the 
makers and sureties of the notes when 
the sale was made by the defendant.” 
Bushey v. Coffman, 201 Pac. 1103. 
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or Lapinc Drarrs—GarNISH- 
MENT OF PROCEEDS AS PROPERTY OF 
DrAwER—TENNESSEE 


Ewart & Lake drew a bill of lading 
draft payable to the Groveland Banking 
Company, which forwarded it to the City 
National Bank for collection. This bank 
collected, but refused to remit the pro- 
ceeds to the Groveland Banking Com- 
pany, for the reason that they had been 
garnisheed as belonging to Ewart & Lake 
and that the City National Bank had 
been directed by a court order to turn 
over such proceeds to a receiver of the 
court. 

1. The City National Bank having 
collected a draft payable to the Grove- 
land Banking Company, it has the bur- 
den of justifying its refusal to remit the 
proceeds. 

2. It would be a defense to show 
that the title to the draft was in Ewart 
& Lake. The cashier of the Groveland 
bank testified that it purchased the draft 
and immediately became the absolute 
owner. “The court is not bound by this 
conclusion of the witness, but may look 
to the whole transaction as related by 
him” to see whether it is justified. His 
testimony showed that the amount of 
the draft was credited to the account of 
Ewart & Lake, who could immediately 
draw against the credit. This was, how- 
ever, subject to the custom and under- 
standing “that if the draft and bill of 
lading were returned to the customer, 
and thereby the customer recovered con- 
trol and right to make disposition of 
the goods covered by the draft and bill 
of lading, the amount thereof would be 
charged back to the customer.” In the 
particular case, Ewart & Lake did avail 
themselves of the right to use the credit 
given by the deposit of the draft; on 
two different dates prior to the com- 
mencement of this action they overdrew 
their account and when garnishment pro- 
ceedings were brought against the City 
National Bank, they had a balance of less 
than the amount of the draft. 

The court held that the testimony 
showed that the title to the draft was in 
the Groveland bank. The only possible 
qualification of the title of the bank was 
the right of the customers to call for a 
return of the draft and repay the amount 
received from the bank, which right de- 
pended on the customer’s non-receipt of 
the proceeds of the draft. It was gone 
when they checked against the credit 
arising from the draft. Such checking 
against the credit made the bank the ab- 
solute owner of the draft. “The agree- 
ment upon the part of the bank to charge 
its customers with the amount of the 
draft on a certain contingency contem- 
plated that the customer would have the 
funds in the bank against which the 
charge could be made.” 

3. “The contention by the defendant 
that it is protected by the judgment or 
decree of the court ordering the money 
paid over to the court is unsound, for 
the reason that the complainant was no 
party to the proceedings in which the 
judgment or decree was _pronounced. ‘i 

“The argument * * * is that an inno- 
cent garnishee may be wrongfully com- 
pelled to account for property in his 
hands twice. This contention overlooks 
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the fact that the garnishee is in a per- 
fect situation to protect himself.” He 
can bring into court all persons inter- 
ested in the fund. The fact in this case 
is that the City National Bank did not 
do what it should have done to protect 
itself; its answer in the garnishment 
proceeding indicated that Ewart & Lake 
were the owners of the draft, while it 
had evidence tending to show that the 
Groveland Bank was the owner, which 
evidence it did not incorporate in its an- 
swer; for instance, it did not state that 
the draft was made payable to the 
Groveland bank. 


4. The attachment of the beans as 
the property of Ewart & Lake will not 
sustain the contention of defendant that 
it acted merely as the agent of the court 
in turning over to it the funds. In the 
first place, plaintiff was not a party to 
the attachment proceeding. In the next 
place, the attachment was abandoned; 
the consignee was allowed to receive the 
goods on payment of the draft. “There 
was, in reality, no attachment levied 
upon the beans; it was purely a paper 
levy.” 

5. The Groveland bank is_ not 
estopped by reason of a notice of the 
pendency of the garnishment proceeding 
alleged to have been sent by defendant, 
for it was not shown that it was re- 
ceived, and in any event, the Groveland 
bank had the right to rely on the de- 
fendant setting up in its answer the 
known facts which would have pre- 
cluded a judgment against defendant in 
the garnishment proceeding. Groveland 
Banking Company v. City National 
Bank, 234 S. W. (Tenn.) 643. 


RicHts oF BANK TAKING PREMIUM 
Notes FROM INSURANCE AGENTS ON 
REPRESENTATION BY AGENTS THAT 
CoMPANY GUARANTEED THEM 
—NEBRASKA 


The German-American State Bank 
sued a health and: accident association, 
its president, and Grovey, a soliciting 
agent, for the amount of worthless 
notes for first premiums on insurance 
which it had purchased from Grovey 
and other soliciting agents. The as- 
serted grounds of liability against the 
association were (1) that by means of 
its soliciting agents it guaranteed the 
notes and (2) that it received the bene- 
fits of the transaction and hence ratified 
the agents’ acts in selling the notes with 
the guaranty of the association. 


The agents had stated that the asso- 
ciation was not allowed to take notes for 
first premiums nor indorse them, but 
that nevertheless it was back of them 
and received the proceeds. They also 
stated that the association would keep 
funds on deposit with the bank as se- 
curity. However, the bank did not take 
the matter up with the officers of the 
association and obtained no written guar- 
anty from it, although it did obtain a 
guaranty purporting to bind the five so- 
liciting agents, who acted jointly in the 
matter. Later when the matter of guar- 
anty was taken up with the home office, 
it emphatically refused to make one. 
There was evidence tending to show that 
prior to this time it had no knowledge 


of any guaranty arrangement on_ its 
part, and that its deposits with the Ger- 
man-American Bank were in pursuance 
of its practice to make deposits in banks 
in localities where it wrote insurance. 
The court held that the receipt from the 
agents and the holding by the associa- 
tion of time certificates of deposit issued 
by the plaintiff bank did not show notice 
of the transaction with the agents, since 
it would have done the same thing with- 
out any such arrangement. Other cir- 
cumstances were also relied on to show 
notice by the insurance company. How- 
ever, the court held that they went no 
“further than to show that it knew its 
agents were selling its insurance, taking 
notes payable to themselves for the pre- 
miums, and, on their own responsibility, 
discounting the notes at the bank.” The 
court concluded that prior to December 
11, 1916, when a guaranty was sought 
from the home office, the association 
knew nothing of the attempted guaranty. 
After the refusal on that date to make a 
guaranty, the bank could not purchase 
notes from the agents and hold the com- 
pany as guarantor. 


The agents, being merely soliciting 
agents, had neither actual nor ostensible 
authority to bind the association by a 
guaranty, especially since the notes were 
payable to them personally, and indorsed 
by them. They had no authority to take 
notes in payment of first premiums. 
With the notes the company had no 
concern; in each case it received the net 
premium from the agent in cash. Non- 
payment of the notes would not author- 
ize the company to forfeit the policies. 


“Where there is no implication, by 
reason of circumstances, of reasonable 
necessity, or custom or usage, it seems 
clear that the agents here would have 
had neither authority nor the semblance 
of authority to make such a contract of 
guaranty as that in question.” 


There was no ratification by an ac- 
ceptance of benefits; the knowledge 
essential to such a ratification was not 
present. Nor does the continued reten- 
tion of the proceeds of the notes work a 
ratification, for the company could not 
have returned such proceeds and at the 
same time be restored to its original po- 
sition. The premiums were paid and 
the policies were in force. 


Grovey, the soliciting agent, however, 
could be held on the ground of fraud. 
“The representation that the insurance 
company was back of the agents in the 
transaction and would guarantee the 
notes and deposit security was more than 
a mere promise to procure such a guar- 
anty. It was, as well, a representation 
of the then existing intention and atti- 
tude of the insurance company. It is 
quite obvious such was the idea intended 
to be conveyed. That representation 
was a false representation as to existing 
facts. The company’s attitude is clearly 
shown to have been contrary to what 
was represented. Plaintiff, in all reason, 
would not have relied on’ the insurance 
company warranting the notes, except 
for the representations as to the com- 
pany’s existing attitude.” However, on 
December 11, when a guaranty was re- 
fused, the falsity of the representation 
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became known and Grovey could not be 
held liable on notes discounted by other 
agents subsequent thereto. German- 
American State Bank v, Mutual Ben. 
Health & Acc. Ins. Assoc., 185 N. W. 
313. 


RicHut oF BANK To CHARGE TO DRAWER’S 
AccouNT A CHECK PURPORTING TO 
Be INDORSED By AN AGENT OF 
PayveEE, WHo, IN Fact, Hap 
No AuvtuHority To IN- 
DORSE—NorTH Caro- 

LINA 


A drawee bank placed to the credit of 
W. B. Byerly the amount of a check 
made payable to “Adella J. Byerly” and 
indorsed “Adella J. Byerly, by W. B. 
Byerly.” It also allowed Byerly to draw 
out the proceeds. McKaughan, the 
drawer, sued the bank for the amount 
of the check [$2,848.15], because W. J. 
Byerly had no authority to indorse the 
note for the payee. 

Byerly owed McKaughan $1,065.84, 
and desired to increase this to $3,000. 
As collateral he offered a mortgage on 
some land of his sister, Adella Byerly. 
The check in question was given as a 
part of the transaction. Byerly drew a 
check for the amount of his former in- 
debtedness in favor of McKaughan, 
which was paid out of the credit given 
him on the deposit of the check to 
“Adella J. Byerly.” Upon investigation 
it was ascertained that the mortgage 
purporting to be signed by Adella Byerly 
was a forgery. 

Upon these facts the court allowed a 
recovery against the bank. It stated the 
general rule that a bank cannot charge 
to the drawer’s account a check which it 
has paid on a forged indorsement, un- 
less the drawer’s negligence has caused 
it to pay. However, this was not so 
much a case of a forged indorsement as 
of an unauthorized one. However, negli- 
gent McKaughan may have been in ac- 
cepting a forged mortgage, this negli- 
gence would in no way excuse the negli- 
gence of the bank in paying a check in- 
dorsed “Adella J. Byerly, by W. B. 
Byerly,” when in fact Byerly had no 
authority to indorse for his sister. 

Could the bank deduct the amount of 
the check for $1,065.84 paid from the 
proceeds of the credit? McKaughan 
contends that it could not since by rea- 
son of the receipt of the check he had 
cancelled a mortgage executed by W. J. 
Byerly. The court found nothing in 
this contention, holding that since the 
cancellation was induced by fraud it was 
a nullity. McKaughan’s remedy “is to 
be sought by reinstatement of his lien 
against Byerly; and if that has been lost 
by the sale of the property in the mean- 
time to other parties, it is his loss.” The 
bank is entitled to the disputed credit. 
McKaughan recovers, after the deduc- 
tion, the entire loss sustained by reason 
of the unauthorized payment of the 
check. McKaughan v. Merchants’ Bank 
& Trust Co., 109 S. E. 355. 


TRUST COMPANY DIVISION 


Trust Companies 100 Years Old 


The trust company idea is one hun- 
dred years old this month. The first 
trust company organized in February 
of 1822 is strong and flourishing. The 
idea first exemplified by this company 
has brought into being over 2,300 trust 
companies in the United States. These 
institutions, with assets of more than 
twelve billion dollars, manage tens of 
thousands of estates valued at many 
billions of dollars. 

Born in America the trust company 
has here reached its greatest develop- 
ment. It has proved itself through a cen- 
tury of tested service. It has passed 
through periods of war and panic as well 
as political and economic changes and has 
steadily expanded and prospered until 
today it is used by millions of people, 
not only as a depository of their funds, 
but it is named by them as trustee of 
property while they are living and to 
act as executor and trustee of their 
estates after death. To those who are 
engaged in the work which trust com- 
panies are carrying forward, it should 
be a matter of pride to contemplate this 
record of a hundred years. 


Third Mid-Winter 


The third mid-winter conference of 
the trust companies of the United States 
will be held at the Waldorf-Astoria 
Hotel, New York City, Thursday, Feb- 
ruary 16. The first session will be 
opened at 10 a. M. and close at 1 P. M. 
at which time a luncheon will be served. 
The second session will begin at 2:30 
Pp. M. and continue until 4 o’clock. Am- 
ple time will thus be left to prepare for 
the reception at 7 o’clock which pre- 
cedes the eleventh annual banquet. 
Theodore G. Smith, first vice-president 
of the Trust Company Division, and 
vice-president of the Central Union 
Trust Company, New York City, will 
preside at both sessions, 

There will be no reports of commit- 
tees submitted at this conference. The 
entire day will be given over to the 
presentation and discussion of problems 
which trust company officials are con- 
fronting from day to day on the organi- 
zation, maintenance and development of 
their work. Every opportunity will be 
afforded for free discussion of the prob- 
lems presented. These will be of in- 
terest to large as well as small fiduciary 
institutions. 

Hotel reservations, railroad transpor- 
tations and theater tickets will be se- 
cured as far as possible upon receipt of 
requests, which should be addressed to 
Leroy A. Mershon, Deputy Manager, 
\merican Bankers Association, 5 Nas- 
sau Street, New York City. 


Conference 


Trust Companies Banquet 


Subscriptions to the eleventh annual 
banquet of the trust companies of the 
United States, to be held under the 
auspices of the Trust Company Division 
of the American Bankers Association at 
the Waldorf-Astoria Hotel, New York 
City, Thursday evening, February 16, 
indicate a record attendance. 

J. Arthur House, president, The 
Guardian Savings and Trust Company, 
Cleveland, Ohio, and President of the 
Trust Company Division, will preside 
and act as toastmaster. Eminent speak- 
ers will deliver addresses of interest. 

The following gentlemen are acting 
as the Honorary Committee of Arrange- 
ments: 


Chellis A. Austin, president, Mercan- 
tile Trust Company, New York. 

Frank W. Blair, president, 
Trust Company, Detroit, Mich. 

Mortimer N. Buckner, Chairman of 
the Board, The New York Trust Co., 
New York. 

F. H. Fries, president, Wachovia 
Bank and Trust Co., Winston-Salem, 
N. C. 

William P. Gest, president, Fidelity 
Trust Company, Philadelphia, Pa. 

F. H. Goff, president, The Cleveland 
Trust Co., Cleveland, Ohio. 

Edmund D. Hulbert, president, The 
Merchants’ Loan and Trust Co., Chi- 
cago, Ill. 

3reckinridge Jones, president, Missis- 
sippi Valley Trust Co., St. Louis, Mo. 

W. T. Kemper, chairman of the 
Board, Commerce Trust Co., Kansas 
City, Mo. 

Alvin W. Krech, president, Equitable 
Trust Co., New York. 

Edwin P. Maynard, president, Brook- 
lyn Trust Co., Brooklyn, N. Y. 

Uzal H. McCarter, president, Fidelity 
Union Trust Co., Newark, N. J. 

A. V. Morton, vice-president, Penn- 
sylvania Co. for Insurances on Lives and 
Granting Annuities, Philadelphia, Pa. 

J. H. Perkins, president, The Farmers 
Loan and Trust Co., New York. 

John W. Platten, president, United 
States Mortgage and Trust Co., New 
York. 

Seward Prosser, president, Bankers 
Trust Co., New York. 

Charles H. Sabin, chairman of the 
Board, Guaranty Trust Company of 
New York. 

Theodore G. Smith, vice-president, 
Central Union Trust Co., New York. 

Philip Stockton, president, Old Colony 
Trust Co., Boston, Mass. 

Lucius Teter, president, Chicago Trust 
Co., Chicago, III. 

Melvin A. Traylor, president, First 
Trust and Savings Bank, Chicago, III. 
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The Oldest Will 


The oldest known will in the world 
was executed in 2548 B. C. It is the 
“Will of Uah” and was translated from 
the original by F. L. L. Griffith, M. A. 
F. A., reader in Egyptology, University 
of Oxford. This will was written on 
papyrus, executed in the presence of 
three witnesses and sealed with the im- 
pression of a scarab, scroll pattern. It 
was unearthed by Dr. Flinders Petrie 
at Kahun, Egypt, and is now the prop- 
erty of the museum attached to the 
London University. The translation of 
the will reads as follows: 


“WILL OF UAH” 
AMENEMHAT IV, YEAR 2, MONTH PAOPHI, 
pAY 18 


“T, Uah, am giving a title to property 
to my wife, Sheftu, the woman of Gesab, 
who is called Teta, the daughter of Sat 
Sepdu, of all things given to me by 
my brother Ankh-ren. She shall give 
it to any she desires of her children 
she bears me. 

“T am giving to her the eastern slaves, 
4 persons, that my brother Ankh-ren 
gave me. She shall give them to whom- 
soever she will of her children. 

“As to my tomb, let me be buried in 
it with my wife alone. 

“Moreover as to the house built for 
me by my brother Ankh-ren my wife 
shall dwell therein without allowing her 
to be put forth on the ground by any 
person. 

“Tt is the Deputy Gebu who shall act 
as guardian of my son. 

“Done in the presence of these wit- 
nesses. 

“Kemen, Decorator of Columns. 

“Apu, Doorkeeper of the Temple. 


“Senb, Son of Senb, Doorkeeper of 
the Temple.” 


Unusual Conditions 


Among a number of interesting wills 
brought to light by the National Pub- 
licity Campaign which is being con- 
ducted by the Trust Company Division, 
is one which was uncovered in the Mid- 
dle West. A man who for some years 
had been an inmate in a home for aged 
persons died, leaving a will which placed 
the bulk of his estate in trust with a 
local trust company. The income from 
the estate under the will was to be 
turned over to the home for the aged 
in which the man died until the second 
coming of Christ when the trust should 
terminate and the corpus of the estate 
be used to defray the expenses of the 
Saviour’s second visit to the earth. This 
trust has been accepted and the estate 
is being administered by the company. 


|_| 


SAVINGS BANK DIVISION 


Publications for Distribution 


Member banks may obtain copies of 
any of the reprints and other printed 
matter listed below upon written appli-- 
cation to the Division: 

“The American Savings Bank System” 
(Knox, Stern, Borgman, Sands, Beach). 

“Savings Bank Advertising” (Morehouse, 
Howard, Elliott, Conner). 

“Real Estate Mortgages” Brand 
Bakewell). 

“School Savings Banking — 1921” (Deppe, 
Dodge, Lawler, Du Four). a 

Life Insurance and Savings 
Accounts” (Robinson). 

The above are reprints of papers and reports 
which appeared in the proceedings of the Los 
Angeles Convention, 1921. 

“Reports of Division Committees, 1921.” 

“School Savings Banking,” forms, methods, 
statistics (Woodworth). 

_ “School and Industrial Savings Banking,” 
items. 

“School 
1920-1921. 

“Industrial 
forms. 

“Editors Write on Thrift.” 

“*One Hundred Average Men’—A Myth” 
(Woodworth). 

“Christmas Savings Clubs,” statistical dis- 
cussion. 

“Interest 
tables. 

“Home Economics and Banking.” 

“United States Postal Savings 
(Adams). 

“Tax Exemption of Securities” (Traylor), 
“‘Panaceas for Present Tax Burdens” (Wood- 
worth). . 
“The Menace of Tax Exemption” (Robins). 

“The Situation” (Briggs). 

“Federal Aid’ (Sutherland). 

Menace of Economic Fallacies” (Tray- 
or). 

“Retrenchment in 
(Leffingwell). 


(Frazier, 


Savings Banking,” statistics for 


Savings Banking,” . methods, 


Rates on Savings Deposits,” 


System” 


National Expenditure” 


Tax Exemption for Deposits 


Those Congressmen who are responsi- 
ble for extending the list of tax exempt 
securities and for imposing upon those 
who still pay taxes the cost of subsidy 
contained in the Revenue Act of 1921 
for those who make deposits in building 
and loan associations (whether from 
savings or by withdrawals from present 
bank deposits), should notice the adver- 
tising and also the efforts of such asso- 
ciations in various parts of the country 
to bring their patrons within the sub- 
sidy. 

We have before us a circular letter 
by one association which appeals to 
mortgagors “to open a savings account 
in the association” for $1 or more, “that 
our member depositors may be pro- 
tected” under the Federal act. 


This is conclusive proof of the extent 
of the competition which members of 
the conference committee of the present 
Congress have forced upon both the 
commercial and the savings banking in- 
stitutions to prevent transfer of their 
present deposits. Bankers will appreci- 
ate the significance of such an advertise- 
ment by a building association, which we 
reproduce in the next column. 


FREE OF 
INCOME TAX 


‘The present,Congress, jn order to encour- 
age a larger deposit of savings in institu- 
tions that use them exclusively in home 
financing, has removed the income tax on 
such deposits in Building Associations meet- 
ing certafn requirements. 


The Liberal comes within the provisions of 
this act. Your Savings with us, up to 
$7,500.00, are free of the Income Tax. 


INCINNATPS LEADING BUILDING ASSOCIATION 
Eighth and JohnSts. OpenDaily 308 Johnston Bidg. 


Family Budgets 


Constructive criticism has been re- 
ceived from several bankers on a tenta- 
tive plan for a budget book to be sug- 
gested to bankers by the Savings Bank 
Division. 

To stimulate discussion we quote the 
following from N. B. Coffman, president 
of the Coffman, Dobson Bank and Trust 
Co. of Chehalis, Wash., and will be glad 
to hear from others who have not here- 
tofore favored us with their views: 

“T have given this matter some atten- 
tion and it has had the criticism of the 
manager of our savings department. It 
is unique and ingenious, and if followed 
out in detail from day to day, week to 
week and month to month by the indi- 
vidual or family, it would no doubt prove 
a great help toward economizing and 
instilling the saving habit; yet I doubt 
very much indeed if it will be found to 
work when put to practical application. 
The events of life are very uncertain. 
We do not live by rote and rule. The 
circumstances governing expenditures 
arise from day to day and cannot be 
anticipated with sufficient certainty to 
make dependable a budget containing 
as much detail as is provided in this 
booklet. 

“T fear it would also tend to cultivate 
a spirit of disregard for the amenities 
of life—the kindliness, unanticipated calls 
for charity, benevolences, etc. One try- 
ing to live so much by rule would, I 
fear, in time come to smother the finer 
impulses. After all, we are not makers 
of our own destinies, nor can we with 
safety go too far along the line of trying 
to control them by fixed rules made in 
advance. The whole plan, in my judg- 
ment, is entirely too complicated.” 


“By the Way ——” 


Hush, little state bond, don’t you cry; 
You'll pay an income tax bye-and-bye.— 
Wall Street Journal. 
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School Banking Needs Work 


Bankers and school authorities need 
to be reminded from time to time that 
no school savings banking system has 
been, nor probably ever will be, de- 
vised which will operate without serious 
and constant attention by the school 
authorities or some one on their behalf. 
That attention will be proportioned to 
the extent to which the banking project 
is made of educational value and there- 
fore of real benefit to the pupils for 
whom it is operated. 

But this does not mean that teachers 
must, or even should, be required to 
keep accounts for the pupils which must 
be balanced and summarized from time 
to time or that the teachers must accept 
any material responsibility for money or 
supplies. 

In other words, no educator and even 
no banker should feel that his responsi- 
bility to the next generation is accom- 
plished until he knows that the pupils 
are being provided with a complete 
“system” rather than with the mere 
material which is incidental to a com- 
plete system. The supplies and the me- 
chanical details of any project of this 
kind will arouse much interest and even 
enthusiasm when a novelty, but the con- 
tinuation of that spirit requires skill and 
experience. The whole story is well 
summarized in a recent letter to the Sav- 
ings Bank Division from a Louisiana 
banker : 


“On different occasions for the past 
several years, we have attempted to con- 
duct school savings department, but 
our success has always depended entirely 
upon the school officers in charge. The 
work would go forward under an in- 
terested and enthusiastic instructor, and 
perhaps the next year would wane. Last 
year, at one of our ward schools, we 
introduced the , using the stamp 
system with quite a little success, but 
this year with practically none. At our 
high school, we opened a regular sav- 
ings department, but this year the in- 
structor in charge of the commercial 
department was too busy to give the mat- 
ter attention, so that it has dragged 
along in a desultory manner until Janu- 
ary 1, and is now being discontinued.” 


As between the plans now being 
offered to bankers, we therefore give 
this caution: Bring the bank as close 
to the pupil as the laws will permit, but 
do not ask the teacher to keep any rec- 
ords of individual deposits. Then pro- 
vide for the safety of every penny de- 
posited by duplication of banking meth- 
ods and standards, and then continue 
stimulation of interest on the part of 
teachers as well as of pupils. 


Don’t overlook the high schools. 


WE PAY 
4 
on savines | 
THE LIBERAL 
— 


February, 1922 


Tax Exemption Not Defensible 


“It should not need any further argu- 
ment to emphasize the importance of a 
constitutional amendment to prevent. the 
further issue of tax exempt securities 
under Federal or state authority. It is 
obvious that if an amendment. of this 
kind is adopted, money will again flow 
into securities that will advance com- 
inercial and business interests of the 
country. In the present condition, so 
much money has gone into and is going 
into tax exempt securities that all legiti- 
mate business enterprises are being seri- 
ously affected by an absence of invest- 
ors."—R. C. Stephenson, president St. 
Joseph Loan and Trust Co. South 
Bend, Ind. 


Tax Exempt Securities 


The American Bankers Association 
and many state bankers associations and 
individual bankers went on record be- 
fore the Committee on Ways and 
Means of the House of Representatives 
at a series of hearings which began 
January 16 and continued for several 
days on the project to make future is- 
sues of both Federal and state securities 
taxable under Federal and state laws 
respectively. 

The arguments presented by financial, 
commercial and industrial interests were 
so well considered and so well presented 
as to be highly gratifying to the pioneers 
in this discussion, many of whom are 
found in the membership of this Divi- 
sion. 

Those bankers who desire copies of 
the hearings proceedings should apply 
to the Division at once that provision 
may be made. 


Postal Savings 


Total deposits in the United States 
Postal Savings System on January 1 
were approximately $146,500,000, a fur- 
ther decrease of $1,500,000 during the 
month of December. 

An analysis of the increases in ten 
cities which are listed in the official 
bulletin reveals that local bank troubles 
account for the increases in at least nine 
cases, as follows: 

Savannah: The large 
postal savings deposits 
was, we believe, due to the failure 
of two of the smaller banks of 
our city and sympathetic withdrawals 
from other banks. 

Burley and Twin Falls, Idaho: 
bank failures. 

Havre, Mont.: “Two bank failures, 
threatened run on third, and failures in 
surrounding territory. General lack of 
confidence and depressed local condi- 
tions.” 

Great Falls and Roundup, Mont.: 
“Banks here pay 4 per cent. on savings 
and time money. Recently a bank and 
trust company suspended causing more 
or less uneasiness on this account. It 
is apparent that many are withdrawing 
money from banks and investing in 
postal certificates drawing 4%4 per cent.” 

Pocatello, Idaho: “Bank failure.” 

Seattle and Boston were the scenes of 
disastrous bank failures. 


increase in 
in December 


Two 


Farm Thrift vs. Tax Exemption 


“The matter of tax exempt securities 
is one of the most important matters 
that our lawmakers have before them 
for consideration,” wrote J. M. B. Petri- 
kin, president of the First National 
Bank, Greeley, Colorado. His reason- 
ing is: 

“I am not an alarmist, but I believe 
the increased taxation on the people in 
general is becoming so burdensome that 
unless there is substantial relief there is 
cause for alarm that the people will en- 
deavor to take the matter into their 
own hands in some drastic way. 

“In this district farmers are losing 
their land, due, in a great extent, to bur- 
dens of taxation. When I talk with 
men and women who have families of 
from three to eight children, the very 
foundation of our American civilization 
and hope for the future, and find that 
their attitude of mind is one of rebel- 
lion against local and national govern- 
ments, I know it is not a good sign, 
and having lived in this country for 
more than forty years and followed the 
business development of its industries 
from practically range live stock to its 
present highly developed agricultural 
condition, I know what a tremendous 
change has taken place in the minds 
of these people and it behooves us, to, 
in every way possiblé, relieve this bur- 
den of taxation. Certainly, no business 
man of any experience can successfully 
and fairly contend that tax exempt se- 
curities make for equitable distribution 
of government taxation, the very per- 
sons best able to pay their share of the 
taxes being the ones who are able to 


take advantage of buying these tax 
exempt securities.” 


Sources of Savings Accounts 


An analysis of 534 new savings ac- 
counts, by inquiry of depositors at time 
of opening the accounts, has recently 
been made by the Union Trust Com- 
pany of Cleveland with the following 
results: 

Through friends 

Through employees 

Former depositors 

Other accounts at bank 

Through choice 

Through convenience .... 

Through recommendation ................ 
Through family connection 
Through Xmas Money Club 
Through courtesy of the bank 
Through 

Through 

Through 

Through advertisement 

Through transfer from other bank 
Through collection department 


A School Savings Record 


Pittsburgh maintains its record: On 
January 4 the number of bank accounts 
reached 75,402 in a total enrollment of 
83,000 high schools included. The num- 
ber of depositors that eleventh “bank 
day” numbered 37,200, total deposits 
$32,450.74, withdrawals for the week be- 
ing $1,446.69. 
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Thrift Day in Schools 


A representative room in each of the 
honor schools of Minneapolis was in- 
vited to view the actual processes of 
bank work in the Farmers and Me- 
chanics Savings Bank (which operates 
the school savings banking system) on 
“Bank Day” of National Thrift Week. 

The bank had prepared an attractive 
booklet showing the development of the 
school savings system after it was es- 
tablished by that bank at the request of 
the Clearing House Association and the 
Board of Education in 1908 after two 
years of operation of a similar system 
which became too large for another or- 
ganization, the Associated Charities. 

New York savings banks maintained 
open house during Thrift Week at the 
suggestion of E. C. Delafield, on a plan 
worked out by Messrs. Campbell, Adams 
and Rohe, with the cooperation of A. N. 
Clark, director of school savings banks. 

Bridgeport savings banks were visited 
by the high school pupils. 


Postal Questionnaire 


Under date of December 12, Director 
Kerlin of the postal savings system dis- 
tributed to certain postmasters a ques- 
tionnaire on school savings banking as 
follows: 


For the information of the Board of 
Trustees, postal savings, of which the 
Postmaster General is chairman, I have 
to request that you furnish me all the 
data you can locally with respect to 
school savings. 

Advice has reached me to the effect 
that there is a savings system in your 
public schools conducted by one of your 
local banks. Will you kindly verify 
this information, and if it is a fact, 
please be good enough to continue your 
investigation and furnish full and de- 
tailed information as early as prac- 
ticable? 


I would be pleased to have you include 
in your inquiry and report information 
bearing upon the following points: 

Name of bank operating savings. 

Savings system used. f a coin 
machine or bank, gives names of 
manufacturers and cost.) 

Date service was started. 

Deposits. for the last period com- 
piled. 

Number of schools in which used. 

Total enrollment at such schools. 

How frequent are collections made 
from schools for the banks? 

Who makes these collections? 

Has any difficulty been experienced 
with the machines? 

Who talks to the students on thrift 
and how often? 

Are the students required to visit 
the bank and if so, for what pur- 
pose? 

12. Is the service considered a success? 


It would be appreciated very much 
if you would give this matter early at- 
tention and furnish information as soon 
as possible. 
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Profit on Circulation 


From time to time there come to the 
National Bank Division offices inquiries 
concerning the aggregate of currency 
issued by national banks and the profit 
thereupon. The net return from the is- 
suance of bank notes is very small, but 
in spite of this and the provision in the 
Federal Reserve Act permitting national 
banks to retire portions or all of their 
circulating notes, the largest amount of 
national bank notes ever in circulation is 
recorded since passage of the Federal 
Reserve Act. In 1913, the year of this 
enactment, the total amount of circula- 
tion was $727,079,000, which is almost 
identical with the amount today. The 
highest point was reached in 1914, when 
the aggregate soared to $1,018,194,000, 
and the other extreme was established 
in 1917 when the total dropped to 
$656,100,000. 

Of the $727,512,420 of bonds on de- 
posit to secure circulation, $40,140,000 
was deposited during the year ended 
October 31, last. In the same period 
bonds in the sum of $24,684,210 were 
withdrawn. 


The purchase of United States 2 per 
cent. consols quoted recently at 101 could 
be made the basis for a very meager 
return. To secure $100,000 of these 
bonds, upon deposit of which $100,000 


of circulation could be gotten, would - 


cost $101,000. Interest on the bonds 
would be $2,000, and the return from 
the circulation, less the 5 per cent. re- 
quired for redemption fund, at 6 per 
cent., would be $5,700, making a total 
gross income of $7,700. From this there 
would be deducted a circulation tax of 
one-half of 1 per cent., or $500; ex- 
penses for redemption, $62.50; sinking 
fund, $91.61, or a total of $654.11. This 
sum subtracted from the gross earnings 
would leave $6,945.89 net return from 
both the bonds and the currency. Had 
the $101,000 expended for the bonds 
been placed at interest the earning 
would have been $6,060, which deducted 
from return from the bonds and the 
circulation would leave $985.89, or .976 
per cent. as the net advantage from the 
issuance of circulation. 


Other bonds purchased to secure cir- 
culation would yield greater or less re- 
turn, governed not so much by the price 
of the bonds as by other expenses. An 
illustration is found in the United 
States 4’s of 1925. Recently they were 
quoted at 10434 and the net profit to be 
derived was .969 per cent., slightly less 
than from the 3 per cent. bonds. Upon 
the 4 per cent. bonds the circulation tax 
is higher and sinking fund requirements 
are greater. 

The Panama 2’s quoted at 10034 would 
yield 1.081 per cent. in excess of the 6 
per cent. upon the cost of the bonds. 


Trust Funds Under Federal Act 


A national bank, which had received 
permission to exercise fiduciary powers, 
was named as trustee under an issue of 
bonds made by a corporation and, as 
such trustee, was made depositary and 
given control over certain securities and 
real estate pledged by the corporation as 
collateral security to the bonds. The 
trust agreement specifically provided 
that the national bank should, as trustee, 
hold the collateral, originally pledged, 
as security for the corporation’s bonded 
indebtedness, but that in case of a sale 
of any of this collateral the trustee bank 
should either hold the proceeds of such 
sale as substituted security or use such 
proceeds in retirement of the bonds. 
Part of the real estate so pledged as 
collateral security was sold and the 
proceeds of the sale were de- 
posited in the bank’s domestic or com- 
mercial department, the bank taking the 
position that this deposit was not a de- 
posit of trust funds awaiting invest- 
ment or distribution within the meaning 
of section 11(k) of the Reserve Act. 

Upon presentation of these facts to 
the Federal Reserve Board, it ruled that 
the proceeds of the sale of the collateral 
security, held by the national bank as 
trustee, and which were themselves re- 
quired by the trust agreement to be 
either held as substituted security for 
the corporation’s bonded indebtedness, 
or used in retirement of such indebted- 
ness, did constitute trust funds within 
the meaning of section 11 (k) and the 
Board’s Regulation F. Whether or not 
deposits made for this or similar pur- 
poses are to be deemed trust funds must 
depend in each case upon the terms 
under which the particular deposit is 
made. As a general rule it may be 
stated that the provisions of section 
11 (k) of the Federal Reserve Act and 
of the Board’s Regulation F, Series of 
1920, regarding the deposit of approved 
securities in the bank’s trust department 
against funds used in its commercial 
department, relate only to funds which 
are required by the agreement of deposit 
or otherwise to be held in trust. 

Where a corporation having maturing 
obligations deposits, in its regular ac- 
count or in an account opened for this 
special purpose, an amount sufficient to 
cover such obligations, and authorizes 
the national bank, which is not acting 
as trustee in holding collateral for such 
obligations, to pay the obligations and 
to charge the payments against the cor- 
porations account, the funds so deposited 
would not ordinarily constitute trust 
funds within the meaning of section 
11 (k) of the Federal Reserve Act and 
Regulation F, although there might be 
special provisions affecting the deposit 
which would necessitate a contrary con- 
clusion. 
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Building and Loan Exemption 


An obviously discriminatory claus: 
embodied in the recently enacted revenu: 
law exempts from taxation $300 of in- 
come received from investments in build 
ing and loan associations during the 
period ending December 31, 1926. As 
the bill passed the house it carried this 
clause with the sum set at $500. Dis- 
cussion in the Senate eliminated the pro- 
vision entirely, though it was restored 
by the Conference Committee with the 
sum set at $300. The rules under which 
Congress works make it extremely diffi 
cult, if not impossible, to extract un- 
desirable features from conference re- 
ports, for in many instances, as in this 
one, no opportunity is afforded to vote 
separately upon the different features 
of the report; it is necessary to vote 
upon the report as a whole, either ac- 
cepting it or rejecting it in its entirety. 
So it was with the building and loan 
exemption clause. Opposition was ex- 
pressed, though it could not be made 
effective. 

No sooner had the enactment of this 
feature become known than protest was 
sounded from all sections of the United 
States. It was felt that the legislation 
is decidedly hostile to the banks which 
carry by far the greatest volume of sav- 
ings and which are actively engaged 
- keeping the saving and thrift habit 
alive. 

A bill to repeal this exemption pro- 
vision has been presented and is now 
before the Ways and Means Committee 
of the House. No further action has 
been taken, but certain it is that this 
glaring discrimination will’ have to be 
righted. 


U. S. Government Debt 


The enormity of the financial burden 
under which the United States Govern- 
ment is laboring may well cause each 
citizen to stop and reflect. On June 30, 
1921, the interest-bearing debt totalled 
the vast sum of $23,737,352,080. Off- 
setting this in part is nearly $11,000,000,- 
000 principal and interest owing from 
foreign countries as the result of loans 
made them since commencement of the 
recent war. None will be found to 
question the gravity of this situation and 
likewise no one can fail to recognize the 
importance and the imperativeness of 
economy. 


John W. Ennis, member of the 
Executive Council from Maryland, has 
severed all official connections with the 
banking business, thereby causing a va- 
cancy on the Council. H. E. Boyce, 
State Vice-President for Maryland, has 
been requested to make an appointment 
to fill the vacancy. 


| 
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The Questionnaire 


The Public Service Committee of the 
State Bank Division, of which H. A. 
McCauley of the Sapulpa State Bank 
of Sapulpa, Okla., is chairman, has 
recently sent out the questionnaire 
printed on this page to all members of 
the Division, and the opinions of the 
bankers on the various questions will be 
published in symposium form in the 
JoURNAL OF THE AMERICAN BANKERS 
AssOcIATION, beginning with the March 
issue. All state bankers who have not 
yet answered are urged to send their 
replies at once to George E. Allen, 
Deputy Manager American Bankers 
\ssociation, Five Nassau Street, New 
York, in order that the replies thus pub- 
lished may be representative of the 
thought of the members of the Division. 
Names and bank addresses of the authors 
of the opinions will not appear in the 
printed symposium. 


State Bank Development 


The activities of the State Bank Divi- 
sion of the American Bankers Associa- 
tion have created an interest in state 
banks and banking that has not existed 
since the Civil War. The state banks of 
this country may point with pride to 
their long history of service to American 
business and to the general public. State 
institutions had practically a monopoly 
over the field of banking until the Civil 
War. Within this period the eastern 
states experimented with a number of 
banking systems, some failures and 
others successes. Among the latter may 
be mentioned the Suffolk banking sys- 
tem, which gave to New England finan- 
cial stability, which is so essential in 
the development of conservative busi- 
ness. During the first quarter of the 
nineteenth century a charter for the es- 
tablishment of a bank could be secured 
only through special act of the legisla- 
ture of the state. This plan was nat- 
urally open to criticism in that it gave 
opportunity for favoritism. This de- 
fect was overcome by New York in 
establishing the free-banking system, 
which permitted any group of persons 
to obtain a charter for a bank under the 
general corporation law of the state. 
The New York plan was adopted by 
other states and thus early in the his- 
tory of the country a democratic system 
of state-chartered banks was established. 
New York made a further contribution 
to the movement toward sound banking 
in creating the safety-fund plan, which 
required all state banks to deposit a cer- 
tain amount of securities as collateral 
for their circulating notes. The two 
principles of free banking and of a safety 
fund were later adopted by Congress 
and incorporated in the National Bank 
Act in 1863. 

The period before the Civil War wit- 
nessed a number of experiments which 
are worthy of study as guides to indicate 


Questionnaire 
(See Note at Left) 


1. Are you interested in ways and 
means of rediscounting farm mortgages 
in some such manner as Federal reserve 
banks now rediscount commercial paper? 
Can such rediscounting best be done 
through the Federal farm loan system or 
through some other agency? How are 
the Federal farm loan banks and the 
joint stock land banks working in your 
territory? 


2. Do you believe in the plans re- 
cently submitted to Congress by Presi- 
dent Harding and Secretary Fall for the 
reclamation of waste land in the United 
States, and, if so, how should bankers 
cooperate in enterprises, public and pri- 
vate, to irrigate deserts, drain swamps 
and clear cut-over timber lands? 


3. The State Bank Division is support- 
ing the efforts of the National Associa- 
tion of Supervisors of State Banks and 
the Investment Bankers Association to 
secure legislation that shall prohibit the 
sale of fraudulent or worthless securities 
without crippling corporations engaged 
in business that is legitimate, even 
though of more or less speculative char- 
acter. What suggestions have you to 
make in connection with this subject? 


4. The State Bank Division Committee 
on Exchange is cooperating with the 
Committee of Five of the American 
Bankers Association appointed to con- 
sider the same subject and both commit- 
tees are working in harmony with the 
National and State Bankers Protective 
Association in an endeavor to obtain 
Congressional action authorizing charges 
for the collection of checks. What sug- 
gestions have you to make in regard to 
this work? 


5. Is it practical, feasible or possible 
to apply to country banks any plan of 
examination or any restriction of clear- 
ing methods now used by city clearing 
house associations? 


6. How can the service of the Ameri- 
can Bankers Association be made more 
valuable to its members in general and 
country bank members in particular? 
Please express your views fully and 
freely on the commissions and commit- 
tees of the Association, the Protective 
Devartment, the Journal and any other 
activities in which you are particularly 
interested. 


7. Pursuant to resolutions adopted at 
the Los Angeles Convention, the State 
Bank Division is opposing any ard all 
legislation, state or national, intended to 
extend any form of branch banking in 
the United States. Do you approve the 
position thus taken by the State. Bank 
Division? If not, state your own view- 
point and reasons therefor. 


8. What economical plan can _ be 
adopted that will accelerate the service 
which the Public Service Committee of 
the State Bank Division may undertake 
to render to its membership, and what 
means can be used to secure the co- 
eperation of the country banker who 
has lived within a “shell” so long that 
such environment is a part of his exist- 
ence? 
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how not to conduct banks. Several mid- 
dle west states established their own 
banks, not upon a contribution of capital, 
but many upon an extension of public 
credit and so were generally unsuccess- 
ful. Also the failure on the part of 
bankers to appreciate the distinction be- 
tween long-term and short-term credit 
led to serious troubles in 1837. Because 
of these unsatisfactory experiences writ- 
ers on banking history are inclined to 
regard the period of state banking be- 
fore the Civil War as lacking in ten- 
dencies toward progress, since the mul- 
tiplicity of state banks issuing their own 
notes for circulation resulted in a cur- 
rency system which was wanting in 
uniformity. Regardless of these defects, 
it must be remembered that the state 
banks, especially in the East, attained a 
banking system which supplied the com- 
munity with a safe and elastic currency. 

With the passage of the National 
Bank Act the monopoly of the state- 
banking systems came to an end, and a 
dual system of state and Federal-char- 
tered institutions was inaugurated. A 
considerable number of banks surren- 
dered their state charters and accepted 
incorporation under the National Bank 
Act. In consequence the number of 
state-banking institutions declined tem- 
porarily. However, this decline did not 
continue, for state institutions thrived 
under competition and augmented their 
number until they are now the most 
numerous in the country. 

The history of state banks indicates 
that they have never been lacking in 
loyalty during time of war. The old 
Bank of Pennsylvania, organized by a 
group of public-spirited citizens of 
Philadelphia, supplied the funds which 
enabled Washington to purchase muni- 
tions and rations for his men in the 
dark days of Valley Forge. During the 
last war the state banks gave unqualified 
support to the government in mobilizing 
the financial resources of the United 
States. State banks were heavy pur- 
chasers of Liberty Loans and Victory 
Notes, and were liberal subscribers to 
certificates of indebtedness. When the 
Federal government issued an appeal 
urging state banks to join the Federal 
reserve system, a hearty response was 
given and this cooperation enabled the 
government to centralize the banking 
power of the country. Others would 
become members of the Federal reserve 
system except for arbitrary methods 
employed by the Federal Reserve Board 
and the Federal reserve banks. 

Reference should also be made to the 
services which state banks have rendered 
to American business. The strength of 
the American banking system lies mainly 
in its adaptability to local conditions. 
Because of conformity to particular 
needs of their own localities, state banks 
differ considerably from one another. 
Some deal largely in agricultural credit, 
others are concerned mainly in receiving 
savings accounts, while still others are 
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engaged primarily in granting commer- 
cial credit to manufacturers. In the 
field of foreign finance state banks 
have played a pioneer role. State insti- 
tutions were among the first to establish 
branches abroad, and under state laws 
the earliest overseas banking corpora- 
tions were organized. Thus it is seen 
that state banks have actively partici- 
pated in the evolution toward specialized 
banking. 

The work of the State Bank Division 
of the American Bankers Association 
in extending and simplifying farm fi- 
nance promises to be of incalculable 
benefit to small communities and there- 
by to all the people of the United States. 


Legislative Committees 


President Hecht of the State Bank 
Division of the American Bankers Asso- 
ciation has appointed legislative com- 
mittees as follows: 

State Legislative Committee—D. M. 
Armstrong (chairman), vice-president 
Commercial Trust Savings Bank, 
Memphis, Tennessee; Chas. A. Ireland, 
President Washburn Bank, Washburn, 
Illinois; . Howard, president 
Walker Brothers Bankers, Salt Lake 
City, Utah; T. F. Tilghman, president 
Citizens Bank, Norfolk, Virginia; Frank 
S. Thomas, vice-president Lincoln-Al- 
liance Bank, Rochester, New York. 

Federal Legislative Committee—Guy 
E. Bowerman( chairman), St. Anthony, 
Idaho; E. D. Huxford, president Chero- 
kee State Bank, Cherokee, Iowa; Grant 
McPherrin, president Central State 
Bank, Des Moines, Iowa; M. H. Malott, 
president Citizens Bank, Abilene, Kan- 
sas; Wm. P. Sharer, president Midland 
Bank, Cleveland, Ohio. 


The Song of the Plow 


Harry Kemp is the author of the 
following prize poem recently published 
in Telling Tales: 


It was I who raised from famine all the 
hordes and tribes of Man; , 

I have never ceased nor faltered since the 
tilth of fields began, 
Since the first poor crooked stick was drawn 
across the wondering earth a 
While upon the man who used it all his tribes- 
men gazed in mirth— | 

But the wild seeds sprang in blossom more 
abundant than before 

And the fool who toiled all Summer had the 
wise man’s Winter store! . 

It was I who built Chaldea and the cities on 
the plain; 

I was Greece and Rome and Carthage and the 
opulence of Spain. a 

When their courtiers walked in scarlet and 
their Queens wore chains of . 

And forgot ‘twas I that made them, growing 
godless folk and bold. . 

I went over them in judgment and again my 
cornfields stood 

Where their empty Courts bowed homage in 
obsequious multitude. . . . 

For the nation that forgets me, in that hour 
her doom is sealed 

By a judgment as from heaven that can 
never be repealed. 


Branch Banking 


At a recent meeting of the San Ber- 
nardino County (California) Bankers 
Association the following resolution 
was adopted: 


“Be It Resolved, That it is the sense of this 
meeting of the San Bernardino County Bankers 
Association that we are opposed to branch 
banking unless carefully restricted to territory; 


“That under our present system of inde- 
pendent community banking, this country has 
developed and grown as no other country ever 
developed. That under the same system the 
United States not ee" itself but to 
a great extent, its allies during the recent 
war, and under which system it has become 
the leading creditor nation of the world. 

“That is would not be in the interest of 
community development, or in the interest of 
the greatest good to the greatest number, to 
wy a system of banking which has been 
so admittedly successful. 

“That we earnestly recommend legislation 
which will limit branch banks to the com- 
munity where the parent bank is chartered 
to do business.” 


Will Double Farm Taxes 


President J. R. Howard of the Ameri- 
can Farm Bureau Federation says: “Tax 
exempt bonds are rapidly increasing and 
unless soon checked will more than 
equal the values of all farm properties 
in the United States, including lands. 
buildings, live stock and machinery. 
These tax exempt bonds are property. 
Being tax exempt, they throw additional 
taxation burdens upon other classes of 
property. When the amount of tax 
exempt bonds equals the value of the 
farm lands of the nation, it means that 
every acre of farm land will be carrying 
approximately a double taxation.” 


Telling the Truth 


The cashier of a western state bank 
makes the following statement to stock- 
holders: 


“We are confronted with many things which 
keep our net profits very low, chief among 
which are: 

“The expense of me | service up to the 
top notch on all classes of deposits, so many 
of which are now reduced to a non-profitable 
basis, # e., accounts which require much at- 
tention and show little or no credit balances, 
accounts that are disposed to overdraw at all 
times. 

“Carrying notes on which the interest is 
not being paid. 

“Carrying $30,008 of Liberty Bonds at little 
better than 4 per cent. interest. 

“Carrying approximately $18,000 of Road 
and Drainage Certificates, which pay only 6 
per cent. 

“High taxes, and expenses which are still 
high though I have tried hard to reduce them. 

‘These problems have to be worked out 
gradually and to that end we are using every 
energy. 

“We have charged off $1,525 of bad paper, 
and still have some undetermined losses, which 
it is impossible to estimate at present. I be- 
lieve $5,000 will more than cover them. 

“Aside from_these considerations the bank 
is in very good condition, its business having 
gained some momentum when a local institu- 
tion was closed. During that emergency our 
city correspondents and stockholders came to 
our rescue nobly, and while it developed we 
did not have to borrow much additional money, 
the moral stimulus was very helpful.” 


Blue Sky Legislation 


Answering the questionnaire of the 
State Bank Division, a banker from Wis- 
consin has the following to say in re- 
gard to blue sky legislation to prohibit 
the sale of fraudulent and worthless 
securities : 


We have a so-called “Blue Sky Commission” 
in this state. As is the usual result with 
new commissions, our commission is doing as 
much harm under the law by preventing 
legitimate business enterprises from conducting 
and enlarging their business as it is doing 
good in preventing the sale of highly specula- 
tive and unprofitable investments. As a matter 
of fact, the fellow who has a crooked specula- 
tive deal to put across proceeds to do it with- 
out any reference to the law, cleans up his 
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money and by the time the commission gets at 
him is out of its jurisdiction. The legitimate, 
honorable business man of this state must wait 
two, three, four and five months before he 
can proceed with his plans and is conse. 
quently penalized for trying to be honest, and, 
in the meantime, his business plans may be 
shattered on account of the delay. Before 
efforts in this direction can be successful 4 
uniform blue sky law must be adopted by aii 
of the states, if possible, the same as the 
negotiable instruments law, bulk sales law, 
agemgee laws, etc. The law should then 
e so made that no business can become in 
corporated under the laws of the state and no 
new business organized which intends to sel 
stock or securities to the ety public until 
its method of business and the parties inte: 
ested therein have been te sa investigated 
As soon as any such business organization 
shall be found to carry on their business con- 
trary to the blue sky law their charter, or 
license to do business, shall be revoked, and the 
men engaged in the enterprise shall be sub- 
jected to a long prison sentence for committing 
a felony. 


Joint Stock Land Banks 


The questionnaire recently sent out 
by the State Bank Division asked for 
information regarding the Federal 
farm loan system and particularly the 
operation of Federal farm loan ow 
and joint stock land banks in various 
sections of the country. An _ Illinois 
banker responded as follows: 


The most important question just at present 
is how to get money into the rural districts 
in such a manner as will not be a burden to 
the small bankers and that they will not have 
to be actual indorsers of the paper and have 
to take it up at maturity and pay out on it 
as they do when discounting through the Fed 
eral Reserve or War Finance Corporation. 

If the banks of several states would get 
together, say, 500 in Illinois and a like amount 
in Iowa, and organize a joint stock land bank, 
they could subscribe to the stock in the pro- 
portion that each bank wishes to market loans 
and pay in just as they send the loans in. 
This way a bank that took $10,000 of stock 
could market $150,000 of loans and this stock 
could be sold locally or be carried by the 
officers of the bank. If the banks really got 
behind the matter, doubtless the state authori- 
ties could be prevailed upon to permit the 
banks themselves to make investment in joint 
stock land bank stock to a limited extent. 
Then they could absolutely control their own 
means of rediscounting farm mortgages. The 
law permits the stock of a joint stock bank to 
be expanded or contracted, and if the loans of 
a certain bank were paid off or reduced in 
amount, a proportionate part of the stock could 
be cancelled. This stock, of course, is issued 
just the same as national bank stock and the 
certificate is delivered to the owner and is 
fully negotiable. 

With a large number of the banks behind a 
joint stock land bank, the law could be 
amended so as to permit a small commission 
to be charged the borrower the same as in 
a Federal land bank. It could also be amended 
so as to permit these banks to issue bonds to 
twenty times their capital the same as do the 
Federal land banks. When all of this has 
been done, then, I believe, that the bankers 
sending in loans could get 1 per cent. com- 
mission from the farmer when making the 
loan and that the joint stock bank could pay 
the banker % of 1 per cent. annually during 
the life of the loan and in addition the 
stock of the bank could be made to show satis- 
factory earnings. These banks are under the 
law limited to loaning in two states, as it 
stands at_ present. Thus, one bank could op- 
erate in Illinois and Iowa, another in Wiscon- 
sin and Minnesota, and so on. Then these 
several banks could, by resolutions of their 
stockholders and directors, mutually guarantee 
each other’s bonds, thus giving the banks of 
any two states the right to control their own 
bank, but having all the marketing advantages 
of the guarantee of associate poe I 

One great advantage is that these banks could 
be ——— and doing business in thirty days 
Subsidiary concerns could be organized if the 
bankers wish, to be used in marketing straight 
five-year mortgages, cattle loans and other 
farm securities which might even be extended 
to the purchase and sale of commercial paper, 
bonds, etc. 


Clearing House Guarantee 


The taking over of the Fort Dearborn 
banks by the Continental and Cummer- 
cial National Bank and Continental and 
Commercial Trust and Savings Com- 
pany, in times like these—said a recent 
editorial in a Chicago paper—by any 
group of banks, was a signal triumph 
for the Chicago Clearing House Asso- 
ciation. Its guarantee that certain banks 
associated with the Fort Dearborn in- 
terests were sound and would be sup- 
ported to the utmost by the clearing 
house association, was definitely stated, 
thus creating a spirit of confidence in 
the community. 

It was found on examination of the 
Fort Dearborn National Bank and the 
Fort Dearborn Trust and Savings Bank 
by the Clearing House Examiner, that 
the capital of both institutions was im- 
paired. It was therefore necessary to 
take such action as would protect the 
depositors, who of course have a prior 
claim on the entire assets of both insti- 
tutions. It was decided by the officers 
and directors of the Fort Dearborn 
banks that the only possible thing to do 
was to enter into negotiations with some 
institution large enough to absorb the 
assets of both banks. As a result of 


such negotiations and with the consent 
of the Clearing House Committee, the 


Continental and Commercial group, 
making the highest bid, took over the 
Fort Dearborn banks. Based on the 
report of the Clearing House Examiner, 
the members of the Clearing House As- 
sociation ageed to furnish a guarantee 
to the extent of two and a half million 
dollars, which was satisfactory to the 
Continental and Commercial National 
and the Continental and Commercial 
Trust and Savings Bank, thereby pro- 
tecting them from any loss. The Clear- 
ing House Committee then issued a 
statement assuring the depositors of the 
Fort Dearborn banks that under this 
arrangement, their interests were fully 
protected. 

The unfortunate situation was brought 
about as a result of an overextended 
condition of the Edward TildenCompany, 
and allied interests, and some récently 
made loans and investments which 
proved to be bad, thus impairing the 
capital of both the Fort Dearborn banks. 
The Edward Tilden Company was also 
interested as a minority stockholder in the 
Drovers National Bank and the Drovers 
Trust and Savings Bank, and the Engle- 
wood State Bank. To assure themselves 
and all depositors as to the condition of 
these institutions, the Clearing House 
Committee through the Clearing House 
Examiner, made a special examination 
of their assets. The condition of these 
institutions was such that the committee 
issued a statement that in its opinion 
these banks were absolutely solvent and 
entitled to the full confidence of their 
customers and the public in general. 


When the Clearing House Examiner 
System was instituted in Chicago in 
1906 it was the aim of the Chicago Clear- 
ing House Committee to provide such 
a system of examination that no de- 
positor of a clearing house bank of the 
City of Chicago would ever lose a dol- 
lar. That charge has been faithfully 
kept during the past sixteen years. 

Since the installation of this system 
of examination in some twenty-four 
other clearing house cities of the 
country, a like statement can be made 
by their clearing house committee, for 
there has never been a failure of a 
clearing house bank in any of these 
cities where the Clearing House System 
of Examination is in operation. 


The Chicago Clearing’ House Associa- 
tion was the pioneer in this movement, 
followed by Philadelphia, Cleveland, 
New York, Columbus, St. Louis, Kansas 
City, Kan., and Kansas City, Mo., Min- 
neapolis and St. Paul, Los Angeles and 
Pasadena, Nashville, Louisville, Salt 
Lake City and Ogden, Tulsa and Okla- 
homa City, New Orleans, Hutchinson, 
Kan., Montgomery, Indianapolis, Seattle, 
Wash., and Boston, Mass. 


At least a dozen cities have this matter 
under consideration at the present time 
and we feel that it will not be long 
until the bankers in practically all of our 
larger clearing house cities, as well as 
many of our smaller cities and towns, 
will adopt such a guarantee for their 
depositors by installing this system of 
examination. 


Booklet for Bankers 


The Clearing House Section has pre- 
pared a splendid booklet on this System 
of Examination and will be pleased to 
send a copy to all bankers who may be 
interested in a movement of this kind. 


Uniform Letters of Credit 


An important step in the solution of 
the problem of commercial letters of 
credit in foreign trade has just been 
taken by the American Acceptance 
Council in assuming responsibility for 
the continuation of the work inaugu- 
rated two years ago by the Bankers 
Commercial Credit Conference. A new 
Committee of the Acceptance Council, 
headed by Wilbert Ward of the Na- 
tional City Bank of New York, will 
have immediate supervision of the pro- 
motion of the use of the new forms pre- 
pared by that committee. The circum- 
stances leading up to the formation of 
the new committee as reported by Mr. 
Ward, are as follows: 


“The New York Bankers Commercial Credit 
Conference came into existence early in 1920 
to consider the problem with which New York 
bankers were confronted by the general adop- 
tion by steamship lines of the “received for 
shipment” bill of lading. The movement was 
initiated by the National City Bank of New 
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York which, through its counsel, arranged for 
a conference of representatives of New York 
banking institutions and of their counsel. As 
a result of this conference a committee was 
appointed to confer with a similar committee 
representing steamship lines doing businesg in 
this and other ports, with the object of adopt- 
ing some procedure to avoid the risk to the 
banks involved in accepting as bills of lading 
the documents then issued as_ such. . The 
banking committee consisted of Henry C. 
Emery, assistant manager foreign department, 
Guaranty Trust Company of New York; Ernest 
H. Kuhlman, assistant manager forei, de- 
artment, Mechanics and Metals Netienat 
ank; Junius S. Morgan, Jr., J. P. Morgan & 
Company; Edwin T. Rice, Appleton, Butler 
and Rice, attorneys for Brown Brothers & 
Company and other ——. institutions; Wil- 
bert Ward, chairman, The National City Bank 
of New York. 


“The steamship committee, which was ap- 

pointed by the Transatlantic Associated Freight 
Conferences, consisted of R. H. Blake, Cunard 
& Anchor Lines; A. C. Fetterolf, International 
Mercantile Marine Lines; i _Walther, 
Funch, Edye & Company, Ltd., Lines; H. 
Connor, Furness Withy & Company, Ltd. 
Lines; John D. O’Reilly, Norton Lilly & Com- 
pany. 
_ “This committee was assisted in its delibera- 
tions by a committee of counsel, consistin 
of Charles R. Hickox, Everett Masten an 
Ralph M. Bullows. Similar service was ren- 
dered to the committee by George H. Gardiner, 
Carl A. Mead and Frank M. Patterson. 

The representatives of the steamship lines 
insisted that poor conditions had_ necessitated 
the development of the ‘received for shipment’ 
form of bill of lading which was then in use 
and that this form had been in common use 
for many years. They asserted that the banks 
could secure their relief by notifying their 
correspondents that acceptance of the form 
of bill of lading customarily issued here must 
be comprehended in all authorizations to make 
payments upon shipping documents. On the 
other hand, the bankers’ committee felt that 
the institutions they represented should not 
arbitrarily, notify their correspondents that in 
dealing with the United States their customers 
must in all cases relinquish the benefit of a 
strict bill of lading. 

“The root of the difficulty, it was generally 
agreed, lay in the fact that the minds of the 
seller and buyer did not meet on the question 
of delivery. The seller expected to receive 
payment when the goods were delivered to 
the steamship company whereas the buyer ex- 
pected payment to be made only when the 
goods were on board. As a result of negotia- 
tions between the bankers’ committee and the 
steamship committee, it was agreed on the 
part of the conference steamship lines that 
they would furnish a means to enable shippers 
to obtain ‘on board’ bills of lading when they 
were specifically requested, and by the bank- 
ers’ committee that they would notify their 
correspondents that unless they were speci- 
fically instructed to effect payment only against 
‘on board’ bills of lading they would accept 
the bills of lading in the ‘received for ship- 
ment’ form. 

“In considering the whole subject of com- 
mercial credit operations, the banking commit- 
tee was impressed by the serious character 
of the other unnecessary risks then being as- 
sumed by the banks because of a similar lack 
of understanding between buyer and seller 
and between the issuing end the paying bank 
concerning the regulaja-ns and customs by 
which the parties intere*<d were to be guided 
in their interpretation and solution of various 
problems which constantly arose. It was felt 
that many of these risks could be obviated 
by the adoption of uniform regulations for the 
interpretation of these questions in the ab- 
sence of specific instructions as to the mean- 
ing that was to be attributed to them. 

“To put into effect the report of the commit- 
tee there was erected the New York Bankers 
Commercial Credit Conference of 1920, to 
which thirty-five New York and Boston bank- 
ers were subscribers. The proceedings of the 
conference were incorporated in_a pamphlet 
entitled ‘Regulations Affecting Export Com- 
mercial Credits Adopted by the New York 
Bankers Commercial Credit Conference of 
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1920.’ Approximately 35,000 of these regula- 
tions and of the copies of the definitions of 
foreign trade terms adopted by the National 
Foreign Trade Council and affiliated bodies 
on December 16, 1919, were mailed by the 
members of the conference to their corre- 
spondents throughout the world. 

“The degree of protection afforded all par- 
ties concerned by these regulations and the 
universal approval with which they were met, 
both here and abroad, encouraged the hope 
that some steps could be taken towards the 
complete standardization of commercial credit 
operations. The desirability of action of this 
character was thrown into the foreground by 
the wave of contract cancellation which took 
place in 1920 and which was reflected also 
in the efforts made by merchants to force 
bankers, who had issued commercial credits 
for their accounts, to refrain from effecting 
past on various pretexts. 

‘The proposal that commercial credit prac- 
tice be standardized had been made as early 
as 1917 by J. P. Beal of the American Steel 
Export Company and it was er ge fol- 
lowed up by this company in the following 
year through an article written by their_gen- 
eral counsel, Omar F. Hershey, of the Balti- 
more Bar. _ This article was printed in Volume 
32 of the Harvard Law Review and reprinted 
and _ distributed generally by the American 
Steel Export Company to bring out ‘the de- 
sirability of having financial houses adopt a 
more simple standard form of credit that meets 
the legal requirements and at the same time 
is satisfactory to business.’ The same pro- 
posal was made by Marc M. Michael, treasurer 
of the Consolidated Steel Corporation, at the 
National Foreign Trade Convention in San 
Francisco in the spring of 1920. 

“The actual work of drafting standard forms 
was undertaken in the fall of 1920 by the New 


EGOTIATIONS for the merger of 

the Seaboard National Bank and 
the Mercantile Trust Company, both of 
New York City, were on January 26 ap- 
proved by the directors of each of the 
companies and the merger will become 
effective about Aprill. The consolidated 
institution will retain the name Sea- 
board National Bank and its headquar- 
ters will be at Broad and Beaver Streets 
where the Seaboard occupies a recently 
erected ten-story banking house. Of the 
new directorate the Seaboard chose 
eleven and the Mercantile twenty-three 
members. Chellis A. Austin, president 
of the Mercantile, is president of the 
new institution and S. G. Bayne, presi- 
dent and founder of the Seaboard is 
the chairman of the Board of Directors 
of the consolidated bank. The business 
of the new bank will be conducted at 
the present offices, Broad and Beaver 
Streets;*115 Broadway; and 20 East 
45th Street. 


Rumsey W. Scott, manager of the 
Industrial Department, was appointed 
vice-president at the annual meeting of 
the directors of the Chemical National 
Bank of New York on January 11. An 
engineer by profession, Mr. Scott joined 
the bank in October, 1920, as head of 
the newly created Industrial Department, 
the object of which is to give technical 
assistance to credit officers regarding the 
status and progress of the industries in 
which: customers are engaged. Mr. 
Scott attended the Department of Elec- 
trical Engineering at the Rose Poly- 
technic Institute. He came to New York 
to join the engineering department of 
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York Bankers Commercial Credit Conference 
through the medium of a sub-committee, of 
which Mr. Kuhlman was chairman and_ of 
which the other members were Harry P. Bar- 
rand, second vice-president, National 

of Commerce; F. Klingsmith, assistant 
treasurer, Bankers Trust Company; Edwin 
¥ ice; Dr. George W. Edwards of the 
Division of Analysis and Research, Federal 
Reserve Board. 

“The ground work for the sub-committee’s 
labors was laid by Dr. Edwards through the 
medium of a questionnaire addressed to Amer- 
ican banks and merchants with respect to their 
commercial credit practices. The results of 
this questionnaire have already been published 
by the American Acceptance Council (Com- 
mercial Credit Instruments and Practices in 
Financing Foreign Trade.) _To make the 
standardization of commercial credit practice 
complete, proposed forms of application, cus- 
tomers’ regulations, proposed instru- 
ments and advices have already been submitted 
to various mercantile bodies for criticism and 
all the forms are now having the attention of 
the counsel of the various banks interested. It 
is a therefore, that the final drafts will 
shortly be available.” 


Boston Falls in Line 


The Boston Clearing House Associa- 
tion at a meeting January 20, decided 
to adopt the practice which has been 
followed in most of the large cities of 
the United States, namely, the appoint- 
ing of a clearing house examiner. Dan- 
iel C. Mulloney, who since January 1, 


Changes in Business 


the C. & C. Electric Company and for 
several years was in the sales depart- 
ment. He was for seventeen years con- 
nected with the Otis Elevator Company. 
Mr. Scott was vice-president of the 
Technical Advisory Corporation, a firm 
of consulting and industrial engineers, 
before accepting the post of manager of 
the Industrial Department of the Chem- 
ical National Bank. He has a staff of 
expert accountants in his department. 

Herbert K. Twitchell, chairman of the 
Board of the Chemical Bauk, tendered 
his resignation. Mr. Twitchell has not 
been active in the management of the 
bank since he resigned the presidency 
about two years ago. He was reelected 
a director of the institution. 

With these exceptions, the list of offi- 
cers and directors remain the same. 


The most notable wage readjustments 
reported during January were the fol- 
lowing: 

A reduction of 20 per cent. in the 
wages of employees in paper mills in 
both the United States and Canada. 

A reduction of 15 to 33 per cent. in 
the wages of marine workers on Ameri- 
can deep-sea vessels, announced by the 
American Steamship Owners Associa- 
tion, 

A reduction of 12 per cent. in wages 
of textile mill workers in Utica and 
Cohoes, N. Y. The working week has 
been lengthened from 48 to 54 hours 
and there will be no changes in per 
capita earnings. 

A reduction of 10 per cent. from $1.00 
to 90 cents per hour in the wages of 
carpenters in Syracuse, N. Y. This re- 
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1918, has served as chief national bank 
examiner for the first Federal Reserve 
District, comprising all New England, 
and who was considered one of the ablest 
of the government’s national bank exam- 
iners, has been selected for this office. 
The present members of the Boston 
Clearing House Association say that 
they are convinced that Mr. Mulloney 
possesses in a marked degree the qual- 
ities necessary to carry the responsibili- 
ties of clearing house examiner and that 
his appointment to this new office will 
prove of immediate and great benefit. 

We are very much pleased to see the 
Boston Clearing House Association fall 
in line with Chicago, Cleveland, Phila- 
delphia and other cities that have 
adopted this system of examination in 
the past fifteen years. 


New Clearing Houses 


During the past thirty days, the fol- 
lowing clearing houses have been or- 
ganized and are now members of the 
Clearing House Section: Bethlehem, Pa., 
Faribault, Minn., Gastonia, N. C., Glas- 
gow, Ky., Orangeburg, S. C., and Red 
Wing, Minn. 


duction was proposed by the Carpenters’ 
District Council, and accepted by the 
Builders’ Exchange. 


John McHugh, heretofore vice-presi- 
dent of the Mechanics and Metals Bank 
of New York, was elected president at 
the annual organization meeting in Janu- 
ary. Gates W. McGarrah, who has 
served the bank as president for many 
years, was elected chairman of the 
board of directors at the same time. 
William E. Lake and Oscar E. Dooly 
were appointed vice-presidents and Rob- 
ert J. Kiesling was appointed an assistant 
cashier. All other officers were re- 
appointed. Mr. McGarrah and Mr. 
McHugh have for the past several years 
together shared the duties of the man- 
agement of the business, regardless of 
the official title of either, and this policy 
will be continued in the future. 


A customer of a Norwich, Conn. bank 
opened an account by depositing 
June 4, 1832 
Sept. 3, 1832 
July 21, 1833 
Oct. 8. 1834 


Total amount deposited.........$33.00 


There were no other transactions on 
this account until December 3, 1915, 
when the bank paid to his estate, repre- 
sented by his widow as executrix of 
his will, the amount 33. 
deposited, and accumulation of 

dividends or interest......... 1,779.09 


An Industrial Savings Plan in 1921 


JOHN F. TINSLEY . 


Vice-President and General Manager Crompton & Knowles Loom Works, Worcester 


HE past year has not been consid- 
ered conducive to the stimulation 
and development of savings or 
thrift plans among employees. As 
wages have been very generally reduced 
in practically all lines of industry, and as 
unemployment and short time employ- 
ment exist almost everywhere to a very 
serious extent, One may very properly 
and logically assume that under such 
subnormal conditions the workman is 
not interested in savings plans. ° 

Loking at the matter from another 
viewpoint, however, one may argue 
equally strongly that as the very result 
of the subnormal condition existing in 
regard to employment conditions today, 
the effort to encourage and stimulate 
saving on the part of the wage earners 
should be carried on more vigorously 
than ever. 

The reasons for such a conclusion are 
likewise entirely logical. New conditions 
exist about us that make lower wages 
necessary to lower living costs; waste 
and extravagance must be eliminated. 
High wages, waste and extravagance 
characterized war time operations, but 
the war is over and peace time opera- 
tions to be normal must be different. 
If, therefore, the worker is made to 
understand that some of the things ex- 
isting today are not subnormal, but in- 
deed quite normal and that he should be 
adjusting himself to these conditions, 


it would help very much the return to 
normal movement. 

Along these lines anything done to 
promote saving among wage earners 
should be of the greatest possible bene- 
fit both to the individual himself and to 
the community. And one is prompted, 
too, to ask, “Are the workers opposed 
to any stimulation at the present time 
on the subject of savings?” In seeking 
a reliable answer to this question, one 
may very well come to the conclusion 
that it depends on the nature of the 
“stimulant.” In a word, have the sav- 
ings plans which have been used most 
extensively up to date to encourage sav- 
ings on the part of wage earners been 
such as to stand up under the severe 
conditions of the past year? 


How to Select the Plan 


Has the workman been able to say, 
“The thrift plan you want me to sub- 
scribe to has led to severe financial 
losses, or if not to heavy financial losses 
it means tying up my money for an in- 
definite period”? Is it not reasonable to 
suppose that the reason why it does not 
seem the psychological time to inaugurate 
savings plans now is that the plans 
themselves are faulty, and fall down as 
efficient agencies under adver*s busi- 
ness conditions ? 


Chart No. 1—Comparison of ~~ and Savers—Crompton & Knowles Loom 
Works, Worcester, Mass., Dec. 1921 
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There are really two kinds of savings 
plans: 

1. That involving only the accumu- 
lation of earnings—in this plan the most 
important consideration is the safety of 
money so saved. 

2. That involving both the accumu- 
lation of earnings and the investment 
of same in bonds, stocks and other secur- 
ities, real estate, etc. In this class there 
enters the element of speculation. 

The second class of savings plans 
cannot, in times of depression like these, 
appeal very strongly to the workman. 
In the first place, workmen cannot un- 
derstand why a share of stock they paid 
$100 for is now worth only $60 
and that it may be years before it will 
rise to its former value. In such a plan 
everything is fine when values are going 
up, but it is very different when the 
movement is the other way. Any sav- 
ings plan that presupposes for its success 
a knowledge and appreciation of financial 
and market conditions on the part of a 
great mass of wage earners is doomed 
to unpopularity, generally speaking. 

We have seen within the past few 
months the collapse of a well-known sav- 
ings plan of this type, and it is going to 
take some time to restore the confidence 
in savings plans of thousands of work- 
men who were educated only to the al- 
leged advantages of the plan and not its 
weaknesses from which they are now 
suffering. 


Workers Prefer the Savings Bank 


On the other hand, what can be said 
about the operation during depression 
of a savings plan that eliminates from 
its workings the element of speculation? 
A plan of this kind is established in 
certain industries in Massachusetts, hav- 
ing its start in Worcester at the plant 
of the Crompton & Knowles Loom 
Works. This plan uses the savings 
banks and as the savings banks of Massa- 
chusetts have an untarnished record 
for integrity for over half a century, 
the leading features of this plan are: 

1. The wage earners’ money so ac- 
cumulated is as safe as it is possible to 
make it. 

2. A dollar is always a dollar. There 
is no depreciation, since no specula- 
tion is involved. 

3. The highest rate of interest con- 
sistent with safety is obtained. 

4. There is a flexibility relative to 
deposits and withdrawals that appeals 
to the wage earner. This is a very im- 
portant point with the worker. With 
the wage earner the margin of safety 
is generally small and he wants to be 
able to get his money quickly to meet 
emergencies without financial losses. 


A Pay-Roll Deduction Plan 


The Worcester Plan is an outgrowth 
of one of the Liberty bond savings plans 


: 
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conducted during the war. It has been 
described and illustrated in detail in this 
Journat, Vol. XII, 349; XIII, 103, 323, 
reprints of which may be obtained by ad- 
dressing the American Bankers Associa- 
tion’s Savings Bank Division. 

After thoroughly worked up shop 
campaigns held at intervals of a few 
months, opportunity is given the em- 
ployees of signing a card authorizing 
their employer to deduct weekly a defi- 
nite amount from their wages for de- 
posit in any one of several local savings 
banks specified by them. Each bank 
then issues pass books to those indi- 
viduals designating their bank, and the 
employer deposits in the banks each week 
the amount stipulated by the employees. 

The plan is flexible, in that an em- 
ployee may increase or decrease his 
weekly deposit, may suspend deposits 
temporarily, or make withdrawals at any 
time without being obliged to go to the 
bank. 

It is of interest to review the opera- 
tion of this plan during the past year 
at the Worcester plant of the Crompton 
& Knowles Loom Works, where nor- 
mally between 2,000 and 3,000 people are 
employed. 

From Chart No. 1 it will be seen the 
percentage of employees saving varied 
from 40 at the time of the initiation 
of the plan to almost 70 in November, 
1921. In the three months following 
the initiation of the plan it dropped off 
to 32 per cent. A campaign in May, 
1920, brought the percentage to 46. In 
the next three months there was a drop 
to 35 per cent. A second campaign 
in October, 1920, pushed the per- 
centage to a new high figure, 62. About 
this time the depression began to be 


felt and continued for many months,. 


with a diminishing force of employees. 
It is noteworthy that in the following 
ten months the percentage of employees 
saving did not drop below 40 per cent. 
and that a campaign in October, 1921, 
after one year of general industrial de- 
pression, brought the percentage of sav- 
ers up again to a new record high level 
of 68 per cent. 


Chart No. 2—Comparison of American and Foreign Born Savers, Dec. 1921—Crompton 
& Knowles Loom Works 


This chart would seemingly indicate: 

1. In spite of adverse conditions that 
the savings plan was constantly increas- 
ing in favor. In the period covered by 
the chart the number of employees sav- 
ing varied from about 700 to 1,600. 

2. That campaigns at certain inter- 
vals are advantageous and necessary to 
stimulate saving. The importance of 
this feature in savings plans has been 
emphasized by students of savings meth- 
ods and seems to be carried out in prac- 
tice. Along this line, Mr. Sherman M. 
Craiger, in an article in the New York 
Times, September 18, on “Postal Sav- 
ings Tonic,” says, “Without solicitation— 
constant, persistent, inoffensive—no sav- 
ings plan, particularly for the small 
saver, can be permanently and increas- 
ingly successful.” 

In the light of recent discussions as 
to whether or not the foreign-born 
employee has a lack of confidence in our 
banking institutions and prefers govern- 
mental savings agencies, Chart No. 2 
giving comparisons between foreign and 
American-born employees saving is of 
special interest, particularly as the 
foreign-born number several hundred 
and are of many racial groups. 

A study of this chart indicates that 


from 40 per cent. to 50 per cent. of the 
entire foreign-born population of the 
works is saving. This would tend to 
show that the foreign-born employce 
had, apparently, as much confidence in 
the plan of saving through the savings 
banks as did the American-born. In 
time of business depression, however, 
the percentage of foreign-born em- 
ployees saving held up better than did 
the American-born, probably due to the 
fact that the margin between living ex- 
penses and income was greater in the 
case of the foreign-born employee. 

The results to date of this savings 
plan have been very gratifying, being 
in existence only two years, one year of 
which was marked by business depres- 
sion that was characterized by reduc- 
tions of forces, reduced wages and 
shorter operating time. There is no data 
available as to the number of those who 
retained the savings habit after leaving 
the company’s employ, but in spite of 
heavy withdrawals for living and for 
investment purposes, it is quite remark- 
able that at the present time the em- 
ployees have approximately $100,000 
in the savings banks of this city in the 
accounts that are carried through the 
company’s savings plan. 


Harnessing the Bank’s Expenses 


The debit or credit balance in “Gen- 
eral Stock Expense” should also be 
closed into “Profit and Loss” at the time 
the other transfers are made. The 


purpose of this account is to make it 


easily determined whether the reim- 
bursements, over a period of months or 
years, are commensurate with the cash 
outlay for original purchases. 

In case the revenue-producing depart- 
ments, other than the banking depart- 
ment, should operate independent of the 
general books and carry their current 
earnings in a checking account, they 
should simply issue checks to the pur- 
chasing department for their expenses. 

Typewritten summaries of the totals 
of the classifications of expense of all 
departments should be prepared by the 


(Continued from page 561) 


purchasing department and pasted on 
the general or departmental ledger pages 
opposite corresponding expense entries. 


Part III. Reins and Driver 


If we were to stop with installing 
only the machinery that has so far been 
suggested it would be like—well, to keep 
up the analogy, like turning the horse 
loose with the harness on. He would 
run just as fast as ever. All the effect 
of centralization and all the advantages 
of comparative figures would be greatly 
minimized if some person were not 
placed in a position to oversee expendi- 
tures before—not after—they were made. 
This person, the driver, might be a vice- 


president, he might be a junior officer, 
but he should have authority subordi- 
nate to only the highest officials, The 
reins by which he should exercise con- 
trol could be a system whereby his O.K. 
would be required on every requisition 
or disbursement order over a nominal 
amount. Before approving an expendi- 
ture he should satisfy his own mind that 
it is either necessary or conducive of 
profitable returns. In effect he should 
be a czar, or, if you please, a comp- 
troller. In the absence of a budget sys- 
tem his authority and _ responsibility 
must necessarily be great. But if he is 
the right man and studies carefully the 
problems which come before him great 
results—measured in cold dollars—will 
be realized. 


60.07 Foreign Barn Saving 
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WHAT PAYS BEST 
IN ADVERTISING? 


Our patrons last season say that their Money 
Gift Envelopes, Greeting Cards and Calendars 
paid their cost many times over, in new friend- 
ships made and old ones strengthened. 

Dignity and quality without creating the im- 
pression of lavish display. 

A Calendar that wins a place. 

Greeting Cards that secure approval. 

Distinctive designs in Money Envelopes and 
Folders. 


Our prices are very reasonable. 
SEND NOW for samples. 
KNIGHT & COMPANY, Riverton, N. J. 


John Mason avd Progress 


“I Will Drown; No 
One Shall Save Me!” 


Not all errors in English are 
quite as glaring as this horrible 
example of the incorrect use 
of “shall” and “‘will.”” There 
are times when we all need 
“brushing up” in the use of 
Uncle Sam’s English. 


WE CAN SHOW YOU HOW 


Correspondence Chapter, Inc. 
American Institute of Banking 
FIVE NASSAU STREET, New York City 


John Mason, second president of the 
Chemical Bank, was also the president 
and foremost in the planning and build- 
ing of New York’s first railroad. 


The spirit of John Mason remains with 
the Chemical National Bank as a vital 
force. 


To-day—discarding nothing because un- 
tried—clinging to nothing because of its 
age—the Chemical National Bank has 
reached a unique position—a conserva- 
tive institution—dominated by the spirit 
of progress. 


Seeking “New Business On Our ‘Record 


CGHEMICAL 


NATIONAL 


BANK 


Gift to G. E. Bowerman 


On Saturday, January 21, all em- 
ployees of the American Bankers Asso- 
cation gathered in the executive office 
and presented to G. E. Bowerman, who 
has retired as executive manager, a 
water color sketch by G. Glenn Newell; 
and to Mrs. Bowerman a basket of 
flowers. The affection of those who 
have been associated with Mr. Bower- 
man during his term of office was voiced 
by Secretary William G. Fitzwilson and 
appropriate acknowledgment was made 
by Mr. Bowerman and by Mrs. Bower- 
man. George E. Allen, Deputy Manager 
of the State Bank Division, and Fred N. 
Shepherd, the new executive manager, 
also spoke briefly, the former on the 
strength of the Association, the latter in 
greeting to his new associates. 


OF NEW YORK 


e Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


The Heart of Wall Street 
(Continued from page 556) 


spiration and leadership reached 
out to every battlefield in Europe, 
to starving Poland, to smitten Ser- 
via, to stricken Russia, to suffering 
and bleeding humanity wherever 
found. 

When the honor roll of great 
Americans in the war is finally 
made up, it will not be complete 
unless it bears in a conspicuous and 


enduring place the name of Henry 
Pomroy Davison. He was more 
than head of the Red Cross. He 
represented the heart of America. 
He taught his countrymen that 
truth, honor, faith, courage, nobil- 
ity of ideals, and the highest pa- 
triotism still dwell in the heart and 
conscience of a banker of New 
York. 


— 
Zoe ¢ \ & 
SSN 
I 
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JOHN G. LONSDALE 


PRESIDENT, NATIONAL BANK OF COMMERCE, ST. LOUIS 
PRESIDENT, NATIONAL BANK SECTION OF THE AMERICAN BANKERS ASSOCIATION 


The complete audit of the commercial borrower’s statement by depend- 
able certified public accountants is a form of business insurance that should 
be encouraged in all lines of industrial and mercantile activity. There has 
been a marked tendency during the past few years on the part of business 
men to recognize the value of the complete audit, because they realize that 
an examination of their records by disinterested and capable certified public 
accountants eliminates guess work and serves to establish the essential facts 
of business as they really are. I commend the complete certified public 
audit as an instrument of great and growing value in the development ot 
Amcrican business and the safeguarding of credit. 


Published in the interest of better Business 
BY ERNST & ERNST 


' When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Better Work—Less Effort 


Automatic action of new Motor i: 
Controlled Carriage lightens 
work of operator and insures 
better work for the bank. 


Automatic Carriage Simplifies Posting 


Hundreds of banks already have simplified their ledger and statement 
posting through the use of new Burroughs Bookkeeping Machines equipped 
with the new Motor Controlled Carriage. 


This equipment brings to the Burroughs Bookkeeping Machine a carriage 
action that is 100 per cent automatic. It relieves the operator of the 
necessity of moving the carriage by hand, thus lessening fatigue and 
insuring better work. It eliminates the possibility of posting in the wrong 
column. It makes for more quiet operation and adds to the flexibility 
and life of your posting equipment. 


If you have not seen the new Motor Controlled Carriage, ask your 
Burroughs representative to demonstrate. You’ll find his address in your 
telephone book, or write Burroughs Adding Machine Company, Detroit, Mich. 


Bookkeeping, Billing Machines 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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The good Maxwell engine is 
remarkably smooth and free 
from vibration. Its pistons are 
made of aluminum, on a special 
Maxwell design. Their light 
weight, and the perfect bal- 
ance of the crankshaft, unite 
to produce remarkable _per- 
formance, to promote economy 
and a long motor life, and to 
hold repair costs down. 
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$1385 


A rare degree of reliable, saving service; performance 
of the first order; and a wonderful ease of riding and 
driving—these are already firmly established as the 
outstanding properties of the New Series of the good 
Maxwell. 


In other words, these fine cars embody the good qual- 
ities which every man wants in his car—plus a beauty 
of design which gives them particular distinction. 


Cord tires, non-skid front and rear; disc steel wheels; drum 
type lamps; Alemite lubrication; motor driven electric horn; 
unusually long springs; deep, wide, roomy seats; new type, water- 
tight windshield. ay Car, $885; Roadster, $885; Coupe, 
$1385; Sedan, $1485; F. O. B. Detroit, revenue tax to be added. 


MAXWELL MOTOR CORPORATION, DETROIT, MICH. 
MAXWELL MOTOR CO., OF CANADA, LTD., WINDSOR, ONT. 


“The Good 


MAXWELL 


MAXWELL 


Y 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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New Banks Organized 


CALIFORNIA 


Chino—Farmers and Merchants State 
Bank. Capital, $50,000. 

Fairfax—Fairfax Bank. Cashier, E. 
H. Green. 

Garden Grove—Citizens Bank. Cap- 
ital, $25,000. Cashier, F. H. Felberg. 

Lakeside—Lakeside Commercial and 
Savings Bank. Capital, $50,000. 

Los Angeles—Southside Bank. Cap- 
ital, $25,000. 

Redondo Beach—Farmers and Mer- 
chants Savings Bank. Capital, $50,000. 

Turlock—Security State Bank. Cap- 
ital, $75,000. President, Henry A. 
Johnson. 

Upper Lake—Lake County Bank. 
President, C. C. McMahan; cashier, M. 
A. Youngren. 

Wilmington—Seaboard Savings Bank. 
Capital, $50,000. 

Zelzah—Bank of Zelzah. 
$25,000. 


Capital, 


CoNnNECTICUT 
New London—Winthrop Trust Com- 
pany. 
FLORIDA 
Sebring—The First National Bank. 


Capital, $50,000. President H. O. Seb- 

ring; cashier, P. J. Rippberger. 
ILLINOIS 

Xenia—The First National Bank. 

Capital, $25,000. President, J. B. 


Charles; cashier, A. D. Collins. 
Ziegler—The First National Bank of 


Zeigler. Capital, $35,000. President, 
Nelson Browning; cashier, Max 
Kohlsdorf. 

INDIANA 


Fort Wayne—Dime Savings & Trust 
Company. President, Joseph C. Hut- 
zell; secretary, William F. Ranke. 

Lafayette—Peoples Loan & Trust 
Company. Capital, $50,000. President, 
John Jarrell; cashier, John M. McWil- 
liams, 

Mishawaka—Farmers & Merchants 
State Bank. Capital, $100,000. Presi- 
dent, John Herzog. 

Scircleville — Farmers Bank. 
Capital, $25,000. 


State 


Iowa 
Des Moines—New State Cooperative 
Bank. 
_ Lamont—Farmers State Bank. Cap- 
ital, $25,000. President, V. M. Reed; 
cashier, C. R. Rhodes. 


KANSAS 
Howard—Elk County State Bank. 
Capital, $25,000. President, D. C. John- 
son; cashier, Austin Kinzey. 
_ Welborn—Welborn State Bank. Cap- 
ital, $10,000. President, August Gerd- 
ing; cashier, John H. Telker. 


KENTUCKY 


Louisville—American Mutual Savings 
Bank. Capital, $100,000. 


LOUISIANA 
Baton Rouge—Welfare Loan Bank. 
Capital, $400,000 


De Ridder—First State Bank. 

New Orleans—Algiers Trust and 
Savings Bank. Capital, $200,000. Presi- 
dent, George Hebert, Jr.; cashier, 
Adolph Spitzfadden, Jr. 


MICHIGAN 


Galien—Galien State Bank. Capital, 
$25,000. President, Chas. A. Clark; 
cashier, H. R. Ball. 

Grand Rapids—Home State Bank. 
Capital, $300,000. 


Holt—Holt State Bank. Capital, 
$20,000. 

MINNESOTA 
Minneapolis—Lawyers Trust Com- 


pany. Capital, $500,000. 

Redwood Falls — Clarendon Trust 
Company. Secretary-Treasurer, John 
D. McLean. 

St. Paul—Mutual Savings Bank. 


MISSISSIPPI 


McComb—State Bank and Trust Com- 
pany. Capital, $100,000. 


MIssourRI 
Novemger—Exchange Bank of No- 
vemger. Capital, $20,000. 
St. Louis—Community Estate Bank 
and Trust Company. Capital, $100,000. 
St. Louis—Grant State Bank. Capital, 
$100,000. President, Louis H. Tremann; 
cashier, Edward Diesbarth. 


NEVADA 
Las Vegas—Bank of Southern Ne- 
vada. Capital, $25,000. President, John 
E. Miller; cashier, Dan J. O’Leary. 


New JERSEY 
Blackwood—South Jersey Bank. Cap- 
ital, $50,000. 
Fairview—Fairview Trust Company. 
Capital, $100,000. 
Jersey City—West Bergen Trust Com- 
pany. Capital, $200,000. 


New York 

Arverne—Arverne Trust Company. 
Capital, $250,000. 

Buffalo—Amherst State Bank. 

Buffalo—Broadway State Bank. Cap- 
ital, $300,000. (Conversion of Broad- 
way National Bank.) 

Rushford—State Bank of Rushford. 
Capital, $25,000. 

Spring Valley—Ramapo Trust Com- 
pany. President, Alexander H. Merritt; 
secretary, Morton Lexow. 


NortH CAROLINA 


Wilmington — Bank of Commerce. 
Capital, $100,000. President, R. L. 
Henly; vice-president, John R. Hanby. 


NortH DAKoTA 


Mohall—American State Bank. Cap- 
ital, $25,000. 
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OHIO 


Louisville—First State Bank. Cap- 
ital, $50,000. President, Frank Collins. 


OKLAHOMA 


Delaware — Depositors 
President, B. F. Devan. 

Driftwood — Security State Bank. 
Capital, $10,000. President, J. C. Beaty; 
cashier, J. W. Constant. 

Elk City—The Farmers National 
Bank. Capital, $50,000. President, W. 
E. Hocker; cashier, W. C. Thomas. 

Guthrie—Guthrie State Bank. Cap- 
ital, $50,000. President, Lyman J. Gray; 
cashier, E. E. Parsons. 

Helena—The Helena National Bank. 
Capital, $25,000. President, E. D. Im- 
mell; cashier, E. R. Stoakabarger. Con- 
version Helena State Bank. 

Hitchcock—The First National Bank. 
Capital, $25,000. President J. A. Over- 
street; cashier, I. E. Larrabee. 

Holdenville—The American National 
Bank. Capital, $75,000. President, J. L. 
Adams; cashier, J. D. Leftwich. 

Sand Springs—The First National 
Bank. Capital, $50,000. President, O. 
L. Stewart; cashier, H. E. Stewart. 

Stillwater—The American National 
Bank. Capital, $50,000. President, W. 
M. Stark; cashier, L. B. Stark. 

Stroud—The_ State National Bank. 
Capital, $25,000. President, J. B. 
Charles; cashier, A. B. Collins. 

Tahlequah — The Liberty National 
Bank. Capital, $50,000. President, J. 
Robert Wyly; cashier, W. P. Hicks. 

Putnam—The First National Bank. 
Capital, $25,000. President, E. D. Fos- 
ter; cashier, Frank Waddell. 

Waurika — The Farmers National 
Bank. Capital, $25,000. President, P. 
E. Waid; cashier, Floyd Miller. 

Wellston — The Wellston National 
Bank. Capital, $25,000. President, Roy 
Ward; cashier, Bessie V. Ward. . 

Wetumka—The National Bank of Com- 
merce. Capital, $30,000. President, W. 
A. Geren; cashier, S. M. Puryear. Con- 
version of The Bank of Commerce. 


State Bank. 


OREGON 
Marshfield—The Coos Day _ National 
Bank. Capital, $50,000. President, 
Ralph F. Williams; cashier, Reidar 
Bugge. 
PENNSYLVANIA 

Beaver Fatls—Commercial Savings 
Bank. 

Exeter (Pittston P. O.)—Peoples 
Bank. 


Johnstown — The Moxham National 
Bank. Capital, $200,000. President, O. 
M. Stineman; cashier, Willis E. Davis. 

Philadelphia—Lawndale State Bank. 
Canital, $50,000. 

Robesonia—Robesonia Bank. 
Capital, $50,000. 

West Philadelphia—Sixty-ninth Street 
Trust and Title Company. 


State 


SoutH DAKoTA 


Canova—Security State Bank. Cap- 
ital, $26,000. 
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TENNESSEE 
Industrial Bank. Cap- 
ita 
Loudon—The First National Bank. 


Capital, $50,000. President, C. P. Talia- 
ferro; cashier, Sam Wilson. 


Maynardville — Maynardville State 
Bank. Capital, $15,000. 
Memphis—Columbia Savings Bank. 


Capital, $100,000. President, Peter S. 
Grant; cashier, W. G. Henderson. 

Memphis—Southern Bank and Trust 
Company. Capital, $100,000. President, 
W. R. Barksdale, Jr.; cashier, W. L. 
Huntley, Jr. 

Monterey—Union Bank and Trust 
Company. Capital, $25,000. 

Sparta—Peoples Bank and Trust Com- 
pany. Capital, $20,000. 


TEXAS 


Childress—Farmers and Merchants 
Trust Company. Capital, $60,000. Presi- 
dent, J. H. Cristler, secretary, U. S. 
Weddington. 

Currie—Bank of Currie. President, 
R. A. McCann; cashier, N. J. Crain. 


Keller—Guaranty State Bank. Vice- 
President, J. E. Jarvis. 

Port Arthur—The Merchants Na- 
tional Bank. Capital, $100,000. Presi- 
dent, George M. Craig; cashier, E. P. 
Tucker. 

Stephenville—Farmers Guaranty State 
Bank. Capital, $100,000. President, W. 
H. Frey; cashier, J. B. Ator. 

Trent—Trent Home Bank. Capital, 
$17,500. President, J. Warren; 
cashier, L. E. Adrian. 

Windom—Guaranty State Bank. 


VERMONT 
Barre—Barre Trust Company. Cap- 
ital, $50,000 

VIRGINIA 
Clarendon—Clarendon Trust Com- 
pany. Capital, $100,000 President, 


Frank T. Stone; secretary, Marshall L. 
Dinwiddie. 

Fieldale—Bank of Fieldale. Capital, 
$50,000. President, J. Frank Wilson; 
secretary, J. A. Brown. 
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Martinsville—Piedmont Trust Bank. 
Capital, $200,000. President, T. G. 
Burch; secretary, R. P. Graveley. 

Poquoson—The First National Bank. 
Capital, $25,000. President, C. W. 
Smith; cashier, W. K. Hunt. 


WASHINGTON 
Auburn—The Auburn National Bank. 
Capital, $50,000. President, A. C. Mac- 
Callum; cashier, S. W. Brown. 
Prescott—State Bank of Prescott. 


President, John B. Ankeny; cashier, 
Maurice B. Hill. 
Snohomish — Commercial Bank. 


Cashier, Guy Buck. 


WISCONSIN 
Pembine—Pembine State Bank. Cap- 
ital, $20,000. President, Jos. E. Dixon; 
cashier, R. F. Riley. 


WyYoMING 


Moorcroft — American State Bank. 
President, L. A. Brown; cashier, H. G. 
Weare. 


Mortuary Record of Association Members 


REPORTED FROM DECEMBER 26, 1921, To JANUARY 25, 1922 


Bevan, Carl J., cashier Exchange Bank, 
Genoa, 

Bindley, John, president Duquesne Na- 
tional Bank, Pittsburgh, Pa. 

Brindley, E. W., president Mustang 
Bank, Mustang, Okla. 

Brooke, George S., founder Fidelity Na- 
tional Bank, Spokane, Wash. 

Clark, Guy P., senior vice- -president 
Union National Bank, Seattle, Wash. 
Clement, Robert, president Clement Na- 

tional Bank, Rutland, Vt. 


Corner, Horace Bassett, vice-president 
Union Trust Company, Cleveland, 
Ohio. 

Cummins, B. A., president First Na- 


tional Bank, Pierre, S. Dak. 

Dinwiddie, Marshall L., cashier Citizens 
National Bank, Alexandria, Va. 

Duff, Charles C., secretary-treasurer 
Peoples Savings and Trust Bank, New 
Castle, Pa. 

Dunham, George H., vice-president Chel- 
sea Savings Bank, Chelsea, Mass. 
Elliott, Elmer E., cashier First National 

Bank, Compton, Calif. 

Evans, Mason, Sr., chairman Commercial 

National Bank, Youngstown, Ohio. 


John T. Dismukes has resigned the 
office of president of the First National 
Bank of St. Augustine, Florida. J. D. 
Puller, formerly vice-president was 
elected president, and W. H. Nobles is 
now vice-president. The office of chair- 
man of the Board of Directors was 
created and Mr. Dismukes was selected 
to fill the position. 


A. Ernest Margerison, owing to pres- 
sure of business and to the fact that he 
is taking on new interests, has resigned 


Failing, Charles, president Fort Plain 
National Bank, Fort Plain, N. Y. 
Hausiels, Robert, president Waggoner 
National Bank, Vernon, Texas. 

Hepburn, A. Barton, chairman Advisory 
Board, Chase National Bank, New 
York City. 

Holden, George H., president Savings 
Bank of Walpole, N. H. 

Hough, J. H., president First National 
Bank, Stockton, Calif. 

Huber, Gus Cc; cashier and director First 
National Bank, Freeburg, IIl. 

Hulshizer, James Edwin, former presi- 
dent New Jersey Title Guaranty and 
Trust Company, Jersey City, N. J. 

Hungate, John H., president First Na- 
tional Bank, La Harpe, III. 

Jacobs, Ward W,, treasurer Mechanics 
Savings Bank, Hartford, Conn. 

Karr, Thomas, director Belleville Bank 
and Trust Company, Belleville, Ill. 
Knapp, Charles L., secretary Lowell Five 
Cent Savings Bank, Lowell, Mass. 
Krause, J. Samuel, president First Na- 

tional Bank, Bethlehem, Pa. 
Lande, James F., vice-president First 
National Bank, Greenfield, Iowa. 
Leonard, Fred C. president First Na- 
tional Bank, Coudersport, Pa. 


as president of the Oxford Bank of 
Frankford, and Bernard E. Effing, 
cashier since the bank’s organization, 
has been elected to succeed him; W. E. 
Zander, assistant cashier, has been ad- 
vanced to cashier. Mr. Margerison re- 
mains as chairman of the Board. 


At the annual meeting of the share- 
holders of the Irving National Bank, 
Henry Fletcher, Chairman of the Board 
of Swan & Finch Company, and Adam 
K. Luke, treasurer of the West Virginia 


Littell, Arin N., cashier Lincoln Na- 
tional Bank, Cincinnati, Ohio. 

Maurer, J. F., cashier First National 
Bank, Lamar, Colo. 

Millard, Joseph H., chairman of board 
Omaha National Bank. 

Morgan, Henry C., president the First 
National Bank, Cuba, N. Y. 

Mullowney, I. H., cashier Warden State 
Bank, Warden, Wash. 

Northcutt, Oden, president 
State Bank, Cheney, Kan. 

Schaefer, Edward C., chairman of board 
Commonwealth Bank, New York City. 

Scoville, C. C. K., president Citizens 
State Bank, Seneca, Kan. 

Seal, J. R., vice-president Charleston 
National Bank, Charleston, W. Va. 
Silvey, Clarence W., cashier the Cul- 
peper National Bank, Culpeper, Va. 
Soffel, John, president Maywood State 

Bank, Maywood, III 
Sparks, J. M., vice-president City Na- 
tional Bank, Fort Smith, Ark. 
Charles H. Stanton, vice-president Hayes 
National Bank, Clinton, N. Y 
Thomas, Charles, president 
Savings Bank, Dike, Iowa. 


Citizens 


Farmers 


Pulp & Paper Company, were added to 
the Board. 


The first referendum of the Interna- 
tional Chamber of Commerce established 
two years ago in Paris is on the ter 
Meulen Plan for international credits. 
Business organizations in more than 
twenty countries holding membership in 
the chamber have been asked to express 
their opinions, each as a body on the 
acceptability of the plan. 
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These Safe Deposit Boxes 
Have Never Robbed 


[NVENCIBLE Safe Deposit Boxes are well named— 


they have never been robbed. That’s a record 
worth while. Yet toour engineers, who have spent many years in the 
single job of Safe Deposit Box Manufacture, the reason is obvious. Invin- 
cible Sane — Boxes—with the famous ‘ ‘Lock Behind the Lock” 
—represent the surest protection from 

robbery. 


INVINCIBLE 
Safe Deposit Boxes 


due to their sectional construction “grow with 
the bank.” A few sections now invariably mean 
more later. Many of our largest installations 
started with a few sections and grew and grew 


The “Lock 
Behind the Lock” 


A distinctive INVINCIBLE 
safety feature. It makes the 
cracksman work for nothing. 


A heavy steel bar comes into 
place behind the lock, mak- 
ing it secure against lock- 
punching and door sledging. 


The ‘“‘Lock Behind the 
Lock’”’ frustrates the meth- 
ods by which 90% of suc- 
cessful safe deposit robberies 
are accomplished. 


Add a Section Address 
at a Time 


and grew. All sections intermember and form 
a solid burglar-baffling installation. 


Get Our Latest Book 


From cover to cover our latest and best book is packed 
with just the things you want to know about Safe Deposit 
Boxes. All details regarding “The Lock Behind the Lock,” 
Sectional Construction, Sizes, Installations, etc., are fully 
covered. Ask us to send you a free copy. You will find 
it thoroughly worth while. 


INVINCIBLE 


INVINCIBLE 

METAL 

FURNITURE 
co. 


830 26th Street 
MANITOWOC 
WISCONSIN 


INVINCIBLE METAL PURNITURE CO 
MANITOWOC WISCONS 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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HOLDUPS COST BANKS 
$900,000.00 IN ONE YEAR— 


equivalent to a dividend of six per cent on 


$15,000,000.00 


These figures were embodied in a 
statement made public recently at the 
convention of the American Bankers 
Association in Los Angeles. The period 
— ay September 1, 1920, to August 


The actual amount was $936,752.83. 
This is a very serious matter from 
many viewpoints, not the least of 
which is the obligation of the bank 
directors and officers to the bank 
stockholders. 


YOUR BANK MAY BE THE NEXT 


LLL 


== 


Protected by U. S. Patents 


Cannot Shoot Through It 


Safetee Bullet. Proof Glass is crystal clear with no wire mesh insertion. 
Should be used in windows and doors, separating public space from working 
space, also in tellers’ windows. Prevents holdups, because officials and 
employees cannot be intimidated. . 


Below is a partial list of banks which have installed Safetee Glass recently: 


NATIONAL UNION BANK OF BOSTON.......... Boston, Mass. | HILLMAN COAL & COKE {fOMPANY Pittsburgh, Pa. 
FIRST NATIONAL BANK OF WELLSBORO....... Wellsboro, Pa. VE BAN -Kansas City, Mo. (Collection Car) 
. Louis, Mo. (Collection Car) 
SAVINGS INST. OF SANDY SPRINGS........ Peninsula, Ohio 
NATIONAL BANK OF ORANGE COUNTY THE 
WINDSOR SAVINGS BANK indsor, Vt. STATE BANK ALEM 
CITIZENS NATIONAL BANK 


Protect your own interests, the interests of your shareholders, and last but not least the lives of your 
employees. Let us tell you about SAFETEE GLASS. A post card will bring you the information 


SAFETEE GLASS COMPANY 


Broad and Wood Sts. Write us Today PHILADELPHIA, PA. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Membership Changes 


REPORTED FROM DECEMBER 26, 1921, TO JANUARY 26, 1922 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
Manager of the Association would appreciate receiving from members notice o 
the membership list correct and giving publicity through the columns of the JOURNAL, 


Arizona St. Johns State Bank succeeded by 
Merchants & Stockgrowers Bank. 

Tombstone First National Bank reopened. 

Dermott......... Dermott Bank & Trust Company suc- 
ceeded by Bank of Dermott. 

Guaranty Trust & Savings Bank suc- 
ceeded by Security Trust & Savings 
Bank, Guaranty Office. 

California National Bank closed. 

National Bank & Trust Company, 
Pasadena merged with Guaranty 
Trust & Savings Bank, Los Angeles, 
as Guaranty Trust & Savings Bank 
Branch. 

Greeley Loan & Trust Company in 
hands of State Banking Commis- 
sioner. 

.. State Bank of Zolfo, Zolfo Springs 
changed to Hardee County Trust 
Company, Wauchula. 

First ational Bank succeeded by 
Citizens National Bank. 

Citizens Bank in liquidation. 

Merrill Cox & Co. liquidating. 

. Beech Grove State Bank closed. 

First State Trust & Savings Bank, 
Indiana Harbor converted to United 
States National Bank of Indiana 
Harbor, East Chicago. 

.Elkhart County Trust Co. succeeded 
by Salem Bank & Trust Co. 

Wabash Bank succeeded by North Side 
State Bank. 

.. Citizens Savings Bank merged with 
Iowa State Savings Bank, Cedar 
Rapids. 

Peoples Bank consolidated with Central 
Metropolitan Bank. 

Platte County State Bank, Ferrelview 
Smithville P. O. closed. 

Realty Associates Investment Corpora- 
tion succeeded by Prudence Com- 
pany, Inc. 

Ford & Enos succeeded by A. B. Enos. 

Farmers & Merchants Bank reopened. 

Citizens State Bank consolidated with 

First National Bank. 

First State Bank liquidating. 

Bank of RBighead changed to Barnsdall 
National Bank. 


Arizona 
Arkansas 


California Los Angeles 


Colorado Greeley 


Florida Wauchula...... 


Beech Grove.... 
East Chicago 


Goshen......... 


Vincennes 


Rochester 
North Dakota... a 


Oklahoma........ 


DIGEST of LEGAL 
OPINIONS 


of THOMAS B. PATON, General 
Counsel American Bankers Association 


any 


Oklahoma........ 


South Dakota.... 


Washington 


Wyoming 


With Bank’s Own A. B. A. Number 


Complete Edition 1921 
By Thomas B. Paton, Jr. 


A book of over 700 pages, containing 
3,285 digested opinions, with legal 

_ Citations, covering a period from 
July, 1908, to date, 


PRICE $5.00 


Without Risk or Obligation 
Legal or Moral 


Quarterly payment plan (if 
desired) through 1922 


You have always intended 
to get one—do it now 


Cut out and send us this ad and let us 
send you a machine with YOUR A. B. A. 


number—on 30 days’ trial—this without 


Send orders and make 
remittances payable to 


risk or obligation on your part. 


The Bxecutive 
changes which occur, for the purpose of keeping 


Billings Billings State Bank converted into 
Billings National Bank. Citizens 
Bank converted into First National 
Bank. 

Oklahoma Guaranty Bank changed to 
Blackwell National Bank. 

.Citizens State Bank out of business. 

Central State Bank converted into 
Central National Bank. : 
Garfield County Bank converted into 

Garfield National Bank. 
Guthrie Savings Bank liquidating. 
Oklahoma State Bank closed. 
First State Bank liquidating. 
Bank of Millerton liquidating. 

..-Bank of Morre liquidating. 

Security State Bank converted into 
Security National Bank. 

First State Bank out of business. 

Bank of Pontotoc out of business. | 

First State Bank consolidated with 
First National Bank. 

Oklahoma State Bank in hands of State 
Banking Dept. 

.Stillwater State Bank merged with 
State Bank of Commerce as American 

_National Bank. 

First National Bank merged with 
Exchange State Bank. 

Edwards National Bank in hands of 
receiver. 

Breckenridge Breckenridge State Bank closed. 

Cleburne......... National Bank of Cleburne closed. 

First Guaranty State Bank closed. 

First Guaranty State Bank closed. 

Rosenberg Bros. Bank closed. 

Guaranty State Bank changed to Guar- 
anty National Bank. 

State Bank & Trust Co. succeeded by 
State National Bank. 

Novice State Bank closed. 

San Juan State Bank & Trust Com- 
pany closed. 

Guaraaty State Bank closed. 

First State Bank succeeded by Guar- 
anty State Bank. 

Tacoma Savings Bank & Trust Co. 
merged wit National Bank of 
Tacoma. 

Farmers State Bank nierged with Pow- 
ell National Bank. 


Pensacola 
Pontotoc 


Booker 


Sipe Springs 
Windom 


CANCELING CHECKS 


‘‘CUMMINS PERFORATORS’” 
QUALITY —RESPONSIBILITY —SERVICE 


Sent on Trial 


CUMMINS PERFORATOR COMPANY 


AMERICAN BANKERS ASSOCIATION 
5 NASSAU STREET - NEW YORK 


Formerly THE B. F. CUMMINS CoO. 
4746 RAVENSWOOD AVENUE, CHICAGO 
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The Only 
Positively Safe 
Checks are 


Insured Checks 


Give your depositors this visible evidence of 
positive protection against loss through fraudu- 


lent alteration of checks. 


And because you give such positive protec- 


tion, you will enjoy powerful 
publicity—both as a result of our 
tremendous nationa! advertising 
campaign constantly appearing in 
leading publications and your local 
identification with this campaign 
by means of advertising aids we 
furnish you. 


Instead of your checks being ‘“‘a dead 
expense”’ as heretofore, with only static 
advertising value, they now become an 
investment, a dynamic advertising force, 
actually assisting you to produce more 
business. They pay dividends on the 
money you put into them. 


Banks using Super-Safety Insured Checks 
enjoy these added values of positive 
protection and powerful publicity without 
extra cost. 


$1,000.00 of check insurance 
against fraudulent alterations, 
issued without charge, 
covers each user against loss. 


LOOK" FOR THE EAGLE DESIGN 
ON EVERY CHECK YOU SIGN 
Protected by individual bonds of 

merican Guaranty Company 

These checks are the safest you can use 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 


NEW YORK 
ATLANTA 


CHICAGO 
DES MOINES 


DENVER 


SAN FRANCISCO 


BANKERS ASSOCIATION 


February, 1922 


New Members 


From December 26, 1921, to 
January 25, 1922, Inclusive 


California 


Security Savings Bank, Exeter 90-840. 

California Bank, th St. Branch, Los 
Angeles 16-20. 

Golden State Bank, Long Beach 90-969. 

Commercial Bank of San Luis Obispo, 
Paso Robles 90-977. 

— National Bank, Placerville 90- 


Plumas County Bank, Portola 90-956. 
Bank of Italy, Eureka Valley Branch, 
San Francisco 11-35. 
Bank of Italy, Park-Presidio Branch, San 
Francisco 11-35. 
Bank of Italy, Polk-Van Ness Branch, 
San Francisco 11-35. 
California Bank, San Pedro 
[llinois 
First National Bank, Hamilton 70-698. 
Iuka State Bank, Iuka 70-1378. 
Iowa 
Bank of Sumner, Sumner 72-492. 


Massachusetts 
Harvard Trust Co., Harvard Square Office, 
Cambridge 53-60. 
New Jersey 
ogee Trust Co., Ridgefield Park 55- 
ved. 


New York 
State Bank of Sea Cliff, Sea Cliff 50-1048. 


Oklahoma 

Oklahoma National Bank, Duncan 86-1184. 
Pennsylvania 

Fairhill State Bank, Philadelphia 3-174. 
Texas 

Farmers Guaranty State Bank, Groesbeck 

88-1503. 

Public National Bank, Houston 35-73. 
Wisconsin 

Farmers State Bank, Hayward 79-894. 


Business Changes 


At the annual meeting of the direc- 
torate of the Exchange National Bank 
of Tulsa, Okla, Sinclair, 
retired from the chairmanship of the 
board, and R. P. Brewer, was advanced 
to this position. J. J. McGraw was 
named president in Mr. Brewer’s place. 
No other changes were made in the offi- 
cial list of this bank except the advance- 
ment of E. L. Bradshaw, Elton Everett, 
F. C. Freedley and J. F. Matchet from 
the ranks to assistant cashierships. Ho- 
mer J. Green was named auditor. 


At the annual meeting of the New 
York City Association of Trust Com- 
panies and Banks in their Fiduciary Ca- 
pacities, the following officers were 
elected for the coming year: H. F. Wil- 
son, Jr., vice-president of the Bankers 
Trust Company, as President; M. P. 
Callaway, vice-president of the Guar- 
anty Trust Company, as Vice-President ; 
R. H. See, manager of the Trust De- 
partment of the Mechanics & Metals 
National Bank, Secretary and Treasurer, 
and the following men were elected 
Directors for the term ending 1925: Ly- 
man Rhoades, vice-president of the 
Equitable Trust Co.; Joseph Byrne, vice- 
president of the Hanover National 
Bank; and J. H. Carpenter, trust officer 
of the Kings County Trust Company. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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